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I.  INTRODUCTION 


This  report  presents  interim  findings  from  a  study  of  pricing 
practices  in  the  market  for  physicians'   services  in  Pennsylvania.  The 
overall  project,  of  which  this  work  is  but  a  part,  seeks  to  develop 
improved  knowledge  and  insight  into  the  behavior  of  physicians  in  the 
pricing  of  their  services,  including  an  exploration  of  the  relationship  of 
physicians'   fees  to  individual  physician  characteristics  and  to 
characteristics  of  their  practices  and  practice  locales.     The  studies  in 
this  project  series  emphasize  use  of  source  data  from  files  of  claims  paid 
by  Pennsylvania  Blue  Shield  (PBS)  both  as  a  Medicare  Part  B  carrier  and  as 
a  major  provider  of  private  health  insurance  throughout  the  state  of 
Pennsylvania. 

A.     SCOPE  AND  OBJECTIVES 

The  primary  purpose  of  this  phase  of  the  project  work  is  to  detect, 
describe,  and  summarize  patterns  of  variation  observed  in  Pennsylvania 
physicians'   fees.     The  descriptive  results  reported  here  may  serve  to 
suggest  further  generalizations,  conjectures,  or  insights  concerning 
physicians'  pricing  practices. 

Methodologically,  the  primary  emphasis  is  upon  measures  of  central 
tendency  and  dispersion  in  the  distributions  of  physicians'   fees  for 
selected  specific  procedures  and  services  performed  by  physicians. 
Starting  with  data  developed  at  the  level  of  the  individual  physician, 
empirical  patterns  of  pricing  behavior  are  explored  for:     (a)  the  overall 
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physician  population  in  the  state;     (b)  cohorts  of  physicians  organized 
according  to  broad  specialty  classes;     and  (c)  cohorts  of  physicians 
organized  by  geographic  areas  which  might  be  viewed  as  loose 
approximations  of  macro-scale  market  areas  within  the  state. 

The  question  of  price  discrimination  by  physicians  is  of  particular 
interest  in  this  investigation.     At  the  individual  physician  level,  this 
very  simply  seeks  to  determine  whether  there  is  demonstrable  evidence  that 
individual  physicians  charge  different  prices  to  different  patients,  or  to 
different  classes  of  patients,  for  the  same  services.     At  the  population 
(or  cohort)  level,  it  seeks  to  detect  evidence  of  the  extent  to  which 
there  are  characteristic  price  differences  between  physicians,  or  between 
groups  of  physicians,   for  essentially  the  same  services.     These  questions 
are  addressed  in  a  general  and  inferential  sense  through  interpretation  of 
statistical  measures  of  dispersion  in  the  fee  data  distributions. 

The  objectives  of  the  project  phase  covered  by  this  report  may  be 
summarized  as  follows: 

(1)  To  determine  and  display  characteristic  relative  price 
levels  for  each  of  several  selected  representative 
procedures  performed  by  physicians; 

(2)  To  detect  evidence  of  possible  price  discrimination  for 
specific  procedures  at  the  individual  physician  level; 

(3)  To  obtain  some  measure  of  the  relative  homogeneity  or 
disparity  between  different  physicians  in  their 
characteristic  pricing  practices  for  essentially  the  same 
services ; 
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(4)  To  obtain  quantitative  measures  of  differences  in  prices 
charged  to  Medicare  beneficiaries  and  to  Blue  Shield 
subscribers  for  (nominally)  the  same  services; 

(5)  To  examine  within-group  and  between-group  variations  in 
pricing  practices  by  broad  specialty  groups,  for  selected 
specific  procedures; 

(6)  To  examine  differences  (or  similarities)  in  physicians' 
pricing  practices  by  geographic  area. 

B  .     SWTMARY  OF  FINDINGS 


In  general,  the  results  of  this  phase  of  study  reveal  substantial 
variation  in  fees  charged  for  most  procedures.     The  variation  is  in  some 
ways  systematic,  and.  in  some  ways  haphazard.     The  findings  reflect  the 
already  well  known  fact  that  specialists  charge  more  for  their  services 
than  generalists.     The  extent  of  the  specialist  fee  differential  varies, 
however,  for  different  kinds  of  services.     Moreover,  although  there  always 
is  at  least  one  specialty  group  having  higher  average  fees  than 
generalists  for  any  given  procedure,  the  generalist  group  is  not  always 
the  absolutely  lowest  in  fee.     There  are  some  procedures  for  which  the 
generalist  group  ranks  in  the  middle. 

There  is  clear  evidence  of  differences  in  price  between  the  Medicare 
and  Blue  Shield  programs.     The  differences  frequently  are  very  slight  and 
are  not  entirely  consistent,  however.     Medicare  tends  to  get  slightly 
lower  prices  for  diagnostic  medical  and  pathology  services;     but  the 
results  are  mixed  for  other  types  of  services,  with  Medicare  prices 
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sometimes  higher  and  sometimes  lower  than  those  for  Blue  Shield. 

For  most  procedures,  there  is  scant  evidence  of  significant  price 
discrimination  at  the  individual  physician  level,  particularly  in  the  Blue 
Shield  program.     On  the  other  hand,  the  summary  statistics  for  many  of  the 
procedures  reflect  somewhat  greater  dispersion  of  fees  at  the  individual 
physician  level  in  the  Medicare  data  than  in  the  Blue  Shield  data.  These 
results  suggest  that  while  there  is  relatively  little  discrimination  in 
either  program  at  this  level,  there  is  a  slightly  greater  tendency  toward 
at  least  a  modest  amount  of  price  discrimination  with  Medicare 
beneficiaries  than  with  Blue  Shield  patients. 

As  may  be  expected,  there  is  fairly  extensive  fee  variation  between 
physicians;     but  for  most  procedures  this  variation  does  not  appear  to  be 
excessively  great.     Agreement  between  physicians  on  fee  levels  appears  to 
be  relatively  higher  for  anesthesia  services,  for  most  definitive  surgical 
procedures,  and  for  some  radiology.     The  least  agreement  is  exhibited  for 
hospital  visits,   for  diagnostic  surgical  procedures  commonly  performed  in 
the  office  setting,  and  for  some  pathology  services.     As  would  be 
expected,  the  level  of  agreement  for  many,  but  not  all,  procedures  is 
higher  when  controlling  for  specialty  group. 

Also  as  expected,  prices  for  physicians'   services  tend  to  be  highest 
in  the  Philadelphia  urban  area.     Contrary  to  expectation,  however,  prices 
in  the  Pittsburgh  urbanized  area  tend  on  the  whole  to  be  relatively 
moderate.     Rural  areas  are  not  always  the  lowest  in  price. 
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C.     OUTLINE  OF  REPORT 


Detailed  findings  are  reported  in  several  extensive  tables  and 
accompanying  narrative  in  Sections  IV  through  VII  in  this  report.  Section 
IV  presents  aggregate  results  for  the  statewide  sample  of  all  physicians 
included  in  the  study.     Sections  V  and  VI  examine  findings  within  and 
between  specialty  groups,  respectively.     Section  VII  presents  results  by 
geographic  area.     First,  however,  Section  II  describes  and  discusses  the 
study  data  base;     and  Section  III  presents  a  general  discussion  of  the 
statistical  measures  used  in  relation  to  study  objectives. 

Other  and  more  detailed  considerations  will  be  pursued  in  separate 
reports  to  be  published  later  in  this  project  series.     Work  to  be  reported 
in  later  publications  will  include  characterization  of  each  individual 
physician's  aggregate  pricing  level  through  a  single-valued  cross- 
sectional  price  relative,  and  will  study  empirically  observed  pricing 
behavior  in  relation  to  possible  explanatory  factors. 
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II.     DATA  BASE 


Data  resources  used  for  this  study  were  derived  principally  from 
computer  files  created  as  a  by-product  of  PBS  claims  administration 
operations  under  the  Medicare  Part  B  and  private  Blue  Shield  programs  in 
Pennsylvania.     In  the  course  of  day-to-day  claims  processing  and  payment, 
a  number  of  pertinent  data  items  for  each  claim  are  captured  and  retained 
in  claims  transaction  history  files.     For  each  claim  transaction,  these 
file  records  identify  the  doctor,  the  patient,  the  exact  service 
performed,  the  date  of  service,  amount  billed,  amount  allowed  for  payment, 
date  of  payment,  and  other  related  items  incidental  to  the  handling  of  the 
claim.     Separate  claims  experience  files  are  created  and  maintained  for 
Medicare  Part  B  and  for  Blue  Shield  private  business. 


A.     GENERAL  DESCRIPTION  OF  STUDY  DATA  BASE 


This  study  focuses  upon  forty-four  specific  commonly  performed 
physician  procedures.     Specific  procedures  included  as  study  topics  were 
selected  on  the  basis  of  being  generally  well  known  (i.e.,  familiar  to 
most  people),  unambiguously  defined,  and  occuring  with  sufficient 
frequency  to  assure  statistically  adequate  sample  sizes.     In  addition,  the 
topic  procedures  were  selected  to  provide  a  reasonably  representative 
cross-sectional  mix  of  the  various  types  of  services  performed  by 
physicians.     Complete  terminologies  for  each  of  the  selected  procedures 
are  listed  below,  organized  by  major  generic  type  of  service: 
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General  Medical  Services  and  Visits  — 
o    Brief  office  visit 
•o    Intermediate  office  visit 
o    Intermediate  home  visit 

o     Initial  hospital  visit  with  comprehensive  history 

and  physical  examination 
o    Brief  hospital  visit 
o     Intermediate  hospital  visit 
o     Comprehensive  consultation 

Surgical  Procedures  — 

o  Excision  of  breast  cyst,  unilateral 

o  Arthrocentesis ,  major  joint 

o  Colles  fracture,  closed  manipulative  reduction 

o  Tonsillectomy,  child 

o  Tonsillectomy,  adult 

o  Appendectomy 

o  Proctosigmoidoscopy 

o  Cholecystectomy 

o  Herniorrhaphy,  inguinal,  unilateral 

o  Transurethral  resection  (TUR)  of  prostate 

o  Dilation  and  curettage  (D&C) 

o  Hysterectomy,  total,  abdominal 

o  Laminotomy  for  herniated  intervertebral  disc, 

unilateral,  lumbar 

o  Excision  of  lens,  unilateral,   for  cateract, 
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dislocated  lens,  etc. 

Obstetrics  — 

o    Obstetrical  delivery,  vaginal,  including 
antepartum  and  postpartum  care 
Anesthesia  Services  — 


o 

for 

excision  of  breast  cyst 

o 

for 

tonsillectomy,  child 

o 

for 

tonsillectomy,  adult 

o 

for 

appendectomy 

o 

for 

cholecystectomy 

o 

for 

herniorrhaphy 

o 

for 

TUR  prostate 

o 

for 

D&C 

o 

for 

hysterectomy 

o 

for 

laminotomy 

o 

for 

excision  of  lens 

Diagnostic  Radiology  — 

o    X-ray,  chest,  PA  and  lateral 

o    X-ray,  knee,  3  or  4  views 

o    Upper  gastrointestinal  (UGI)  study 

o    Colon,  single  procedure,  routine  barium  enema 

o  Cholecystography 
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Diagnostic  Medical  Services  — 

o    Electrocardiogram  (EKG)  with  interpretation 

and  report 
o    Electroencephalogram  (EEG) 

Pathology   

o  Urinalysis 
l 

o    Cholesterol  blood 

o    Fasting  blood  sugar  (FBS) 

o     Complete  blood  count  (CBC) 

Claims  records  for  services  indicating  any  of  the  above  procedures 
were  selected  from  the  PBS  paid  claims  history  files  for  calendar  year 
1975  for  both  Medicare  Part  B  and  private  Blue  Shield.     Further,  to  assure 
at  least  a  minimal  degree  of  statistical  validity,  claims  experience  for 
any  one  of  the  selected  procedures  was  taken  only  for  physicians  who 
reported  (claimed)  at  least  ten  services  for  the  given  procedure  during 
the  year.     Thus  the  basic  structure  of  the  study  data  base  reflects 
specific  individual  physician-procedure  pairs.     Each  record  in  the  basic 
file  represents  a  unit  transaction  between  an  individual  physician  and 
patient,  involving  delivery  of  a  specified  procedure  from  among  the 
forty-four  topic  procedures,  for  an  indicated  price.     Information  also  was 
added  to  the  file  to  indicate  each  individual  physician's  specialty  and 
location  of  practice  (county).     In  addition,  summary  records  were  created 
showing  for  each  physician-procedure  pair  the  mean,  median,  mode,  maximum, 
standard  deviation,  skewness,  kurtosis,  and  coefficient  of  variation  of 
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the  given  physician's  distribution  of  billed  charges  for  the  given 
procedure . 

The  abstracted  claims  experience  file  selected  and  developed  in  this 
manner  contained  pricing  and  related  data  on  11,322  individual  physicians, 
with  10,347  represented  in  the  Medicare  component  of  the  data  base  and 
8,037  represented  in  the  Blue  Shield  component.     The  excluded  physicians 
are  by  definition  low  volume  providers  (in  the  lines  of  business  covered 
by  PBS),  and  very  little  was  lost  by  their  exclusion. 

Although  the  data  base  contains  information  on  only  forty-four 
procedures  out  of  approximately  5,000  listed  in  the  overall  PBS  procedure 
terminology  system,  the  selected  procedures  tend  to  be  high  volume 
procedures.     The  great  majority  of  the  approximately  5,000  procedures  in 
the  PBS  terminology  system  are  rarely,  if  ever,  reported.  Consequently, 
the  selected  procedures,  although  relatively  very  small  in  number,  still 
represent  nearly  40  percent  of  all  services  for  all  procedures  in  PBS 
private  Blue  Shield  business,  and  more  than  half  of  all  services  for  all 
procedures  reported  to  PBS  under  Medicare  Part  B  in  1975.     In  total,  the 
data  base  developed  for  this  study  contains  close  to  six  million 
individual  transaction  records. 

Finally,  it  should  be  noted  that  anesthesia  procedures  are 
represented  in  the  data  base  in  two  different  ways.     They  are  represented 
first  on  an  "episode"  basis,  in  which  the  base  unit  for  all  statistical 
calculations  is  a  single  complete  visit  to  the  operating  room  involving 
application  of  anesthesia.     Anesthesia  services,  however,  are  billed  and 
reimbursed  on  a  relative  value  unit  basis.     In  this  system,  the  billing 
and  reimbursement  are  determined  by  a  base  value  which  depends  upon  the 
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specific  surgical  procedure  for  which  anesthesia  is  being  applied,  plus 
additional  value  units  representing  time  spent  in  the  operating  room  and 
potentially  complicating  circumstances,  such  as  age  or  debilitated 
physical  condition  of  the  patient.     Since  the  episode  basis  for 
calculating  price  statistics  may  largely  be  reflecting  differences  in  time 
and  clinical  circumstances  from  case  to  case,  the  price  statistics  and 
statistical  characteristics  for  anesthesia  services  also  are  calculated  on 
a  "unit  of  service"  basis.     The  service  unit  basis  should  more  accurately 
represent  real  differences  in  pricing  from  physician  to  physician. 

B.     DATA  QUALITY  CONTROL 

Claims  data  bases  characteristically  contain  spurious  and  invalid 
data  in  sufficient  quantities  to  induce  undesirable  and  unpredictable 
inaccuracies  in  the  calculation  of  parametric  statistics  (e.g.,  population 
means  and  measures  of  dispersion)  for  distributions  of  price  data 
represented  in  the  files.     In  a  project  of  this  nature,  on  the  other  hand, 
where  the  primary  emphasis  is  upon  descriptive  statistics  for  price  data 
distributions,  it  clearly  is  important  that  the  price  data  in  the  basic 
source  reference  files  be  valid  and  correct  to  the  greatest  extent 
possible.     Stringent  data  quality  control  procedures  were  employed  in  an 
effort  to  minimize  and,  to  the  extent  possible,  eliminate  data  quality 
problems  from  the  final  project  data  base. 

The  first  stage  of  this  effort  was  an  assessment  of  potential  data 
quality  problems  in  the  basic  source  files  to  be  used  for  the  study.  To 
accomplish  this,  claims  records  associated  with  the  tails  of  the  price 
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data  distributions  were  identified  and  isolated,  on  the  assumption  that 
this  is  where  the  greatest  proportion  of  incorrect  or  questionable  data 
would  be  found.     Certainly,  at  least,  this  is  where  spurious  and  invalid 
data  do  the  most  harm.     This  investigation  entailed  segregating  and 
developing  computer-generated  detail  listings  of  claim  transaction  records 
indicating  unusually  high  or  unusually  low  physician  fees  for  the  service 
indicated.     Examination  of  a  sample  of  original  hard  copy  claims 
associated  with  these  records  revealed  a  significant  number  of  claims 
records  in  the  computer  system  that  incorrectly  represented  their  source 
transactions.     Specific  problems  encountered  included  miscoded  information 
(e.g.,  wrong  procedure  code),  data  entry  errors  (e.g.,  transpositions,  or 
data  entered  in  the  wrong  character  fields),  inclusion  of  records  with 
action  codes  indicating  some  irregularity  in  the  handling  and/or 
disposition  of  the  original  claim,  supplemental  payments  related  to  an 
earlier  claim  appearing  as  a  new  claim,  and  others. 

Further  research  then  was  conducted  to  identify  and  develop 
appropriate  data  edits  and  screens  that  could  be  applied  by  computer  in 
order  to  efficiently  and  expeditiously  assure  a  satisfactory  degree  of 
data  quality  control.     These  analyses  included  consideration  of  possible 
variations  in  definitional  content  for  each  procedure,  characteristics  and 
conditions  of  clinical  usage,  associated  price  data  distributions  and 
characteristics,  and  applicable  guidelines  and  practices  employed  in 
claims  administration.     The  resulting  edit  routines  removed  anomalous  data 
arising  from  errors  in  coding  and  data  entry  by  screening  out  records  for 
claims  with  places  of  treatment,  physician  specialty  codes,  service 
quantities,  or  billed  charge  levels  that  would  be  inconsistent  with  the 
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specific  procedure  indicated.     In  addition,  records  including  action  codes 
entered  in  conjunction  with  the  claims  processing  and  payment  operation 
were  screened  out  of  the  data  base.     Action  codes  are  used  in  claims 
processing  to  identify  atypical  claims  —  for  which  it  may  be  reasonable 
to  assume  that  the  pricing  indicated  on  the  claim  record  also  could  be 
atypical . 

In  the  application  of  these  edit  routines,  123,249  services  were 
screened  out  of  the  initial  data  base  of  private  Blue  Shield  claims 
experience,  and  335,031  services  were  screened  out  of  the  initial  Medicare 
claims  experience  base  extracted  from  these  studies.     The  deleted  volumes 
represent  7.3  percent  of  the  services  in  the  initially  extracted  Blue 
Shield  base,  and  5.9  percent  of  the  initially  extracted  Medicare  base. 

The  data  screens  and  edit  routines  evidently  were  effective  in 
accomplishing  their  objectives.     Extremely  high  and  extremely  low  values 
disappeared  from  the  physician  price  data  distributions.     A  random 
sampling  of  the  eliminated  records  and  services  confirmed  that  they  were 
almost  uniformly  faulty  and  invalid. 

In  sum,  it  can  be  concluded  that  overall  data  base  quality  was 
greatly  improved  by  the  application  of  these  data  screens  and  edits.  The 
remaining  post-edit  data  base  can  be  accepted  as  consisting  of 
predominately  good  and  valid  data.     It  also  can  be  reasonably  assumed  that 
very  little  good  data  was  lost  while  purging  the  bad  data. 
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C.     DATA  STRATIFICATIONS 


Physician  price  data  for  this  study  were  stratified  in  three 
different  ways:     (1)  by  program  (Blue  Shield  or  Medicare);     (2)  by 
physician  specialty  group;     and  (3)  by  geographic  area  of  practice 
location. 

The  stratification  into  Blue  Shield  and  Medicare  components  followed 
naturally  from  the  independent  development  and  maintenance  of  two 
separate,  but  parallel,  data  base  components  for  the  two  programs. 

It  is  generally  perceived  and  understood  that  specialty  status  is  one 
of  the  factors  influencing  a  physician's  pricing  decisions,  while  also 
influencing  patients'  decisions  on  the  prices  they  are  willing  to  pay  or 
expect  to  pay.     For  this  reason,  it  is  important  to  be  able  to  control  for 
specialty  in  an  investigation  of  physicians'  prices.     The  11,322 
physicians  represented  in  the  study  base  are  in  29  different  specialties. 
For  several  practical  reasons  —  including  convenience,  efficiency  and 
economy  in  computation  and  analysis,  and  ease  of  communicating  findings 

  these  are  consolidated  into  five  broad  categories  for  purposes  of  this 

investigation.     The  five  broad  specialty  groups  defined  for  this  study 
are:     (1)  generalists,  consisting  of  general  practice  and  family  practice 
physicians;     (2)  medical  specialists;     (3)  surgical  specialists;  (4) 
anesthesiologists;     and  (5)  physicians  in  other  specialities,  such  as 
radiology,  pathology,  and  psychiatry. 

It  also  is  generally  observed  and  accepted  that  physicians'  prices 
may  vary  from  place  to  place  geographically.  The  popular  perception  is 
that  prices  are  highest  in  the  major  cities,  lowest  in  rural  areas,  and 
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somewhere  inbetween  for  lesser  urbanized  areas.     To  take  the  locality 
factor  into  account,  the  data  base  is  geographically  stratified  to  reflect 
Standard  Metropolitan  Statistical  Areas  (SMSAs)   in  Pennsylvania,  with  the 
further  assumption  that  these  may  at  least  loosely  represent  distinct 
macro-market  areas  within  the  state.     Twenty-seven  of  Pennsylvania's  67 
counties  are  associated  with  SMSAs.     With  Philadelphia  partitioned  into  a 
center  city  component  and  a  suburban  component,  and  aggregating  all 
non-SMSA  counties  as  a  single  group,  there  are  a  total  of  fifteen  areas 
represented  in  this  stratification. 
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III.     MEASURES  OF  PRICING  BEHAVIOR 


Clear  definition  of  the  questions  and  issues  being  addressed  always 
must  precede  measurement.     The  measurement  itself  then  must  be  done  in  a 
manner  that  has  a  satisfactory  degree  of  statistical  validity  and 
legitimacy,  and  further,  must  produce  measures  that  have  clear  and 
reasonable  meaning  in  relation  to  the  original  questions.     In  addition, 
measurement  must  be  realizable  in  operationally  practical  terms,  which 
sometimes  dictates  some  compromise  between  reality  and  the  ideal.  The 
perfectly  defined  measure  will  be  of  no  practical  value,   for  instance,  if 
it  requires  data  which  are  not  attainable,  or  if  the  associated 
computational  demands  are  excessive. 

For  the  first  of  these  considerations,  the  key  questions  addressed  in 
the  present  study  may  be  outlined  as  follows: 

(1)  At  the  individual  physician  level  — 

(a)  What  is  each  individual  physician's  usual  price  for  each 
topic  procedure  for  which  he  is  represented  in  the  data 
base?     This  is  to  be  a  single  value  indicating  the 
physician's  typical  or  most  representative  price  level  for 
the  procedure. 

(b)  For  each  physician-procedure  pair  represented  in  the  data 
base,  does  the  physician  appear  to  exhibit  some  consistency 
in  the  price  he  charges  for  the  procedure;     or  does  his 
price  appear  to  have  a  relatively  high  degree  of 
variability,  possibly  exhibiting  some  price  discrimination 
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from  case  to  case? 
(c)  To  the  extent  that  there  is  variability  in  the  fees  charged 
by  an  individual  physician,  are  his  most  typical  fees 
concentrated  on  the  high  side  of  his  fee  distribution,  with 
occasional  exceptions  being  billed  at  a  lesser  fee  level; 
or  is  his  most  typical  charge  on  the  low  side  of  the 
distribution,  with  exception  cases  being  billed  at  a  higher 
level? 

(2)  At  the  physician  population  (cohort)  level  — 

(a)  For  each  topic  procedure,  what  is  the  single  price  level 
that  may  be  taken  as  most  representative  for  all  of  the 
individual  physicians  in  the  group? 

(b)  For  each  procedure,  relatively  how  consistent  do  the 
individual  physicians  in  the  group  appear  to  be  in  their 
respective  pricing  practices?    Do  the  individual  physicians 
comprising  the  group  most  typically  appear  to  exhibit  some 
possible  discriminatory  behavior  in  their  individual 
pricing  practices;     or  do  they  most  typically  appear  to 
have  relatively  consistent  prices? 

(c)  For  each  procedure,  how  well  do  physicians  in  the  group 
agree  with  one  another  on  typical  pricing  levels?    Are  the 
typical,  most  representative  prices  for  individual 
physicians  in  the  group  fairly  close  to  one  another;  or 
are  the  individual  physicians'  typical  and  most 
representative  prices  scattered  relatively  widely? 
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(d)  To  the  extent  that  different  physicians  exhibit  different 
characteristic  prices  for  the  same  procedure,  do  most  of 
the  physicians  appear  on  the  high  side,  or  on  the  low  side, 
of  the  range  of  characteristic  fees? 

The  intent  of  this  study  is  to  place  primary  emphasis  on  the  pricing 
behavior  of  individual  physicians  as  individuals.     As  one  of  the  necessary 
compromises  with  practical  reality,  however,  it  readily  should  be 
appreciated  that  the  only  way  to  draw  generalizations  about  the  individual 
pricing  behaviors  of  11,322  different  physicians  is  in  terms  of  summary 
statistical  measures.     It  is  possible,  however,  to  employ  conventional 
population  statistics  in  such  a  manner  as  to  place  relatively  greater 
emphasis  either  on  individual  physician  characteristics  or  on  collective 
characteristics  of  the  overall  population.     The  statistical  measures 
described  below,  although  developed  at  a  population  (or  cohort)  level, 
tend  to  emphasize  representative  individual  physician  characteristics. 

A.     PRICING  CHARACTERISTICS  FOR  INDIVIDUAL  PHYSICIANS 

The  first  step  in  this  study  was  to  develop  sets  of  statistics  to 
describe  characteristic  pricing  behavior  for  each  individual  physician,  by 
specific  procedure.     This  required,  at  the  very  least,  an  appropriate 
measure  of  central  tendency  to  characterize  the  physician's  "most 
representative"  price,  plus  a  measure  of  dispersion  to  serve  as  a  suitable 
indicator  of  the  relative  consistency  or  variability  in  his  pricing 
behavior . 
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1 .     Central  Tendency 

A  physician's  characteristic  price  for  a  given  procedure  should 
be  expressed  in  terms  of  a  single  value  indicating  the  fee  level  reflected 
in  most  of  his  billings  —  i.e.,  that  fee  level  which  can  be  presumed  to 
be  most  representative  of  the  value  which  the  physician  places  on  the 
given  service  in  most  of  the  instances  he  provides  it,  even  though  he  may 
occasionally  have  a  different  fee  level  under  certain  (presumably  special 
or  unusual)  circumstances.     Statistically  this  requires  a  measure  of 
central  tendency,  which  conventionally  could  be  either  the  mean,  median, 
or  mode  of  the  physician's  distribution  of  billed  charges  (fees)  for  a 
given  procedure.     All  three  were,  in  fact,  calculated;     but  for  purposes 
of  this  study,  the  median  was  selected  as  the  most  convenient  and 
appropriate  measure  of  central  tendency.     The  mean  was  felt  to  be 
unsuitable  because  of  its  sensitivity  to  extreme  values,  particularly  in 
cases  where  there  are  relatively  few  observations.     Moreover,  the  mean  — 
by  the  very  way  in  which  it  is  defined  and  determined  —  could  give  a 
specific  value  that  does  not  in  fact  exist  anywhere  in  the  distribution. 
The  mode  perhaps  would  have  been  the  most  theoretically  correct  statistic 
for  the  purpose  intended  (i.e.,  most  commonly  occuring  value).  However, 
the  mode  also  is  computationally  and  interpretively  more  difficult  to  deal 
with,  particularly  in  view  of  the  fact  that  some  of  the  physicians'  fee 
distributions  exhibited  more  than  a  single  mode.     The  median  very 
frequently  turned  out  to  be  identical  to  the  mode,  in  any  event. 
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2 .     Fee  Dispersion 

The  degree  of  dispersion  in  an  individual  physician's 
distribution  of  fees  for  a  given  procedure  was  captured  by  calculating  the 
standard  deviation  of  the  distribution  about  the  mean.     To  facilitate  a 
more  meaningful  interpretation  of  these  dispersion  statistics,  the 
standard  deviations  were  converted  to  coefficients  of  variation.  The 
coefficient  of  variation  (CV)  for  a  data  distribution  is  simply  the 
standard  deviation  divided  by  the  mean.     The  net  effect  of  converting  a 
standard  deviation  to  a  CV  is  that  it  standardizes  the  measure  of 
dispersion  to  account  for,  and  essentially  removes  the  effect  of,  the 
relative  scale  factor  arising  from  the  general  magnitude  of  the  values 
represented  in  the  distribution.     As  an  example  to  better  illustrate  the 
general  difficulty  which  this  resolves,  we  may  note  that  we  would  not  have 
gained  very  much  simply  by  knowing  that  the  standard  deviation  of  a  given 
fee  distribution  is  $5.00.     This  same  standard  deviation  figure  would  have 
totally  different  significance  and  meaning  relative  to  a  distribution  of 
office  visit  fees  tending  to  be  in  the  neighborhood  of  ten  dollars  than  it 
would  have  in  relation  to  a  distribution  of  fees  for  a  surgical  procedure 
with  a  typical  price  in  the  neighborhood  of  one  hundred  dollars.     For  the 
office  visit,  the  $5.00  standard  deviation  would  convert  to  a  coefficient 
of  variation  of  .500  indicating  that  the  standard  deviation  is  fifty 
percent  of  the  mean  value;     but  for  the  surgical  procedure,  it  would 
convert  to  a  coefficient  of  variation  of  .050,  indicating  a  standard 
deviation  that  is  only  five  percent  of  the  mean  value,  and  therefore  of 
much  less  consequence. 

The  practical  interpretive  value  of  the  CV  in  this  instance  is 
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that  it  serves  as  a  very  useful  indicator  of  the  extent  to  which  the 
physician  is  consistent  in  his  pricing  practices.     A  small  CV  indicates 
relatively  uniform  and  consistent  pricing;     a  relatively  larger  CV 
indicates  that  the  physician  has  different  prices  at  different  times,  or 
in  different  circumstances,  for  the  same  procedure.     Interpretation  of  CVs 
is  an  essentially  subjective  matter,  in  the  sense  that  the  precise  meaning 
of  a  given  specific  CV  value  usually  is  somewhat  less  than  perfectly 
clear.     Nevertheless,  it  remains  true  that  a  very  small  CV  characterizes  a 
doctor  who  engages  in  little  or  no  price  discrimination;     and  the  larger 
the  CV  the  greater  the  likelihood  that  the  physician  may  be  discriminating 
in  his  pricing  practices. 

The  CV  statistic  has  a  minimum  value  of  zero  and  is  unbounded  on 
the  high  side. 

3 .  Skewness 

The  skewness  of  a  data  distribution  is  a  statistical  measure 
indicating  the  direction  and  extent  of  the  distribution's  deviation  from 
symmetry.     A  skewness  of  zero  indicates  a  distribution  that  is  essentially 
symmetric,  with  exceptions  on  the  high  side  of  the  mean  and  exceptions  on 
the  low  side  of  the  mean  being  more-or-less  balanced.     A  positive  skewness 
indicates  that  most  of  the  cases  are  concentrated  in  the  lower  part  of  the 
range  of  values  represented  in  the  distribution,  with  a  relatively  smaller 
number  of  exception  cases  tailing  off  to  the  higher  valued  end  of  the 
range.     Conversely,  a  negative  skewness  indicates  that  most  of  the  cases 
are  on  the  high  side  of  the  range  of  values  represented,  with  a  relatively 
smaller  number  of  exception  cases  tailing  off  to  the  low  end  of  the  range. 
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The  magnitude  of  the  skewness,  whether  positive  or  negative,  indicates  how 
extreme  is  the  departure  from  symmetry.     The  larger  the  value  of  the 
skewness,  the  more  extreme  the  exception  cases  —  i.e.,  in  a  graphic 
representation,  the  longer  the  tail  of  the  distribution  to  the  side  away 
from  the  main  concentration. 

For  present  purposes,  the  skewness  statistic  should  —  at  least 
in  principle,  tell  us  whether  the  physician  tends  usually  to  have  a 
relatively  lower  fee,  with  the  occasional  exception  cases  being  charged  a 
somewhat  higher  fee,  or  vice  versa.     It  also  should  provide  some 
information  as  to  how  greatly  the  exception  cases  deviate  from  his  usual 
fee.     As  a  matter  of  practical  fact,  however,  this  statistic  is  quite  hard 
to  interpret  at  the  individual  physician  level.     In  the  first  place,  the 
sample  sizes  are  relatively  small  for  many  of  the  individual 
physician-procedure  pairs.     Second,  the  fee  distributions  at  the 
individual  physician  level  are  not  necessarily  even  approximately  normal; 
some  are  bimodal  or  multimodal.     For  both  of  these  reasons,  it  seldom  is 
really  clear  exactly  what  kind  of  distribution  we  are  looking  at  in 
connection  with  any  given  individual  physician's  skewness  measure.  The 
skewness  value  cannot  necessarily  be  assured  to  mean  the  same  thing  it 
would  mean  if  one  could  confidently  assume  that  the  individual  physician 
fee  data  distributions  were  reasonably  normal.     Further,  while  measures  of 
central  tendency  and  dispersion  may  have  reasonably  validity  and  practical 
meaning  for  relatively  small  samples  (say,  as  small  as  ten  observations), 
adequately  large  sample  sizes  become  increasingly  important  in  the 
calculation  of  higher  order  moments.     In  addition,  it  should  be  noted  that 
this  statistic  in  the  present  application  may  be  influenced  —  in  ways 


22 


that  are  not  necessarily  readily  determinable  —  by  the  timing  of  an 
individual  physician's  price  changes.     Assuming,   for  example,  a  price 
increase  late  in  the  year,  this  would  create  a  relatively  small  number  of 
observations  significantly  above  the  overall  mean  of  the  annual 
distribution.     This  situation  would  exhibit  as  a  positive  skew,  ceteris 
paribus  —  but,  without  prior  knowledge  of  the  price  change,  would  not 
necessarily  be  interpreted  for  what  it  really  reflects. 

Skewness  measures  were  calculated  in  this  study  for  fee 
distributions  at  the  individual  physician  level;     but,  because  of  the 
interpretive  difficulties  cited  above,  they  are  not  presented  or 
interpreted  in  this  report. 

B.     PRICING  CHARACTERISTICS  FOR  GROUPS  OF  PHYSICIANS 

In  an  examination  of  the  pricing  behavior  of  physicians,  it  is  for 
some  purposes  important  to  concentrate  upon  individual  physician  behavior, 
and  for  other  purposes  important  to  concentrate  upon  the  collective 
behavior  of  physicians.     In  either  case,  for  reasons  discussed  above, 
appropriate  measures  must  be  developed  at  the  physician  population  level. 
The  population  measures  developed  and  calculated  for  purposes  of  this 
study  are  described  and  discussed  below. 

1 .     Characteristic  Price  Levels 

whether  dealing  with  individual  physician  behavior  or  with  the 
collective  behavior  of  all  (or  a  cohort  of)  physicians,  characteristic 
price  levels  must  be  expressed  in  terms  of  a  statistical  measure  of 
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central  tendency.     It  already  has  been  pointed  out  that  each  individual 
physician's  characteristic  price  (for  a  given  procedure)  is  represented  in 
this  study  by  the  median  of  his  fee  distribution,  as  determined  from  the 
billed  charges  reported  on  his  claims  to  PBS,  both  for  Medicare  Part  B  and 
for  Blue  Shield  business.     At  the  population  (or  cohort)  level,  the 
characteristic  price  for  the  population  (or  cohort)  is  taken  as  the  mean 
of  the  median  prices  for  all  of  the  individual  physicians  in  the  group. 
In  order  to  more  accurately  represent  the  pricing  behavior  of  each  and 
every  individual  physician  in  the  group,  this  was  taken  as  the  simple 
(unweighted)  arithmetic  mean  of  the  individual  physician  medians.  A 
weighted  mean,   in  which  high  volume  physicians  would  be  represented  with 
proportionately  greater  influence,  may  be  appropriate  where  the  objective 
is  to  emphasize  overall  impact  on  the  total  market;     but  the  objective  in 
this  study  was  to  characterize  the  average,  or  typical,  pricing  behavior 
of  individual  physicians  —  and  for  this  purpose,  the  simple  unweighted 
mean  is  more  appropriate. 

2 .     Consistency  of  Individual  Physician  Prices 

Section  III. A. 2,  above,  already  has  discussed  the  usefulness  of 
the  individual  physician's  CV  as  an  indicator  of  his  propensity  toward 
either  relatively  consistent  pricing  practices  or  relatively  more 
discriminatory  pricing  behavior.     The  mean  of  the  individual  physicians' 
CVs  was  calculated  as  an  indicator  of  the  characteristic  behavior  of 
physicians  in  the  group  to  typically  be  consistent,  or  to  typically  be 
variable  (possibly  consciously  discriminatory),  in  their  pricing  behavior. 
As  suggested  by  the  earlier  discussion,  a  low  mean  CV  would  indicate  that 
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the  individual  physicians  in  the  population  (or  cohort)  tend,  on  the 
average,  to  have  relatively  consistent  pricing  practices.     Conversely,  a 
higher  mean  CV  would  indicate  that  the  individual  physicians  in  the  group 
(population  or  cohort)  tend  to  have  some  variabilty  in  their  pricing 
practices,  and  possibly  may  be  exercising  some  price  discrimination  from 
case  to  case. 

3 .     Consistency  of  Collective  Pricing  Behavior 

The  foregoing  emphasizes  the  relative  consistency  (or  lack  of 
consistency)  in  individual  physicians'  pricing  behaviors.     It  also  is  of 
interest  to  have  some  insight  into  the  relative  consistency  or 
inconsistency  of  collective  pricing  behavior  for  the  overall  physician 
population,  or  for  various  subgroups  of  physicians.     To  this  end,  a 
coefficient  of  variation  was  calculated  for  the  distribution  of  individual 
physicians'  median  prices.     It  should  be  expected  that  there  will  be  some 
variability  in  characteristic  pricing  practices  between  different 
physicians.     Moreover,  as  the  size  of  the  physician  sample  grows  larger, 
the  distribution  of  individual  physician  medians  tends  toward  normality. 
On  the  whole,   for  any  given  procedure  and  cohort  of  physicians,  the  CV  of 
individual  physicians'  medians  should  be  expected  to  be  somewhat  larger 
than  the  mean  CV  for  the  same  procedure  and  physician  cohort.  This 
follows  from  the  fact  that  characteristic  prices  normally  may  be  expected 
to  vary  from  physician  to  physician,  whereas  given  individual  physicians 
usually  would  be  expected  to  have  an  established  single  price,  with 
relatively  narrow  (if  any)  variation,  for  a  given  service.     If  the  CV  of 
the  distribution  of  median  prices  for  a  cohort  of  physicians  is  relatively 


25 


small,  this  reflects  a  relatively  high  level  of  agreement  between 
physicians  in  the  cohort  on  the  price  of  the  service  in  question.  A 
relatively  large  CV  of  medianss  conversely,  would  reflect  a  situation  in 
which  there  is  great  variability  and  very  little  price  agreement  from 
physician  to  physician. 

If  the  CV  of  medians  is  extremely  small 5  there  may  be  some 
temptation  to  take  this  as  evidence  of  possible  collusion  or  price  fixing. 
While  this  may  indeed  be  a  viable  possibility  in  some  instances,  it  must 
be  cautioned  that  a  low  CV  of  medians  (high  agreement  between  physicians) 
also  may  simply  be  reflecting  a  procedure  that  is  particularly  unambiguous 
in  definition  and  content,  on  which  different  physicians  have  a  high  level 
of  common  understanding  and  for  which  there  would  be  very  little 
qualitative  difference  between  physicians  in  delivering  the  service  (i.e., 
different  physicians  place  very  similar  intrinsic  valuation  upon  the 
service) . 

4.     Population  Skewness 

The  skewness  of  the  distribution  of  individual  physicians'  median 
prices  (for  a  given  procedure)  was  calculated  in  order  to  provide  some 
more  definitive  information  regarding  the  pricing  behavior  of  physicians 
(as  a  group)  relative  to  one  another.     Briefly  reviewing  the  earlier 
discussion  of  skewness  measures,  a  skewness  of  zero  (or  near  zero)  would 
indicate  a  situation  in  which  most  physicians  "go  down  the  middle"  in 
their  characteristic  pricing  practices  for  the  given  procedure,  with  a 
relatively  small  number  of  comparatively  high-priced  and  low-priced 
physicians  being  more-or-less  well  balanced  against  one  another,  both  in 
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terms  of  their  numbers  and  in  terms  of  the  extent  of  their  deviation  from 
the  most  common  pricing  practice.     A  negative  skewness  value  would 
indicate  that  most  physicians  are  on  the  high  side  of  the  characteristic 
price  range,  with  exceptions  departing  mostly  to  the  low  side;     and  a 
positive  skewness  would  indicate  that  most  physicians  are  concentrated  on 
the  low  side  of  the  characteristic  price  range,  with  exceptions  departing 
mostly  to  the  high  side.     The  greater  the  magnitude  of  the  skewness 
measure  (either  positive  or  negative),  the  more  pronounced  is  the 
asymmetry  of  the  distribution,  and  the  more  extreme  is  the  departure  of 
the  exception  cases  from  the  most  common  pricing  practice. 

C.     SUMMARY  REVIEW  OF  KEY  MEASURES 

At  the  individual  physician  level,  the  pricing  characteristics 
selected  as  being  most  useful,  meaningful,  and  realizable  were  the  median 
and  CV  of  each  individual  physician's  empirical  fee  distribution  (for 
specific  procedures).     For  each  individual  physician,  these  statistical 
measures  characterize,  respectively,  the  physician's  most  representative 
price  for  a  given  procedure,  and  the  relative  consistency  or  variability 
of  his  reported  fees  for  the  procedure.     These  individual  physician 
measures  are  summarized  among  the  population  statistics  described  below. 

At  the  population  level,  this  study  concentrated  upon:     (1)  the  means 
of  individual  physicians'  median  prices,  by  specific  procedure;     (2)  the 
means  of  the  CVs  for  individual  physicians'   fee  data  distributions,  by 
procedure;     (3)  the  CVs  of  the  distributions  of  individual  physicians' 
median  charges,  by  specific  procedure;     and  (4)  the  skewness  of  the 
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distributions  of  individual  physicians'  median  charges  for  specific 
procedures.     For  practical  interpretation,  these  measures  represent, 
respectively:     (1)  the  characteristic  price  typically  charged  by 
individual  physicians  within  a  cohort,  for  a  given  service;     (2)  the 
characteristic  pricing  consistency  typical  of  physicians  within  a  cohort, 
for  a  given  service;     (3)  the  degree  of  characteristic  price  agreement  or 
variability  between  different  physicians  in  a  cohort,  for  a  specific 
service;     and  (4)  the  general  tendency  for  most  physicians  in  a  cohort  to 
be  low  (high)  priced,  with  exceptions  from  the  main  concentration  of 
physicians  being  mainly  higher  (lower)  priced.     These  population 
statistics  are  used  to  describe  the  pricing  characteristics  and  behavior 
of  the  overall  Pennsylvania  physician  population,  as  represented  by  the 
extensive  sample  drawn  for  this  study,  for  specific  topic  procedures. 
Comparisons  between  and  within  cohorts  of  physicians  emphasize  primarily 
the  first  three  of  the  above  population  measures.     As  discussed  earlier, 
physician  cohorts  are  defined  in  this  study  by  specialty  group  and  by 
geographic  area  (SMSA). 
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IV.     AGGREGATE  FINDINGS 


This  section  presents  aggregate  findings  for  the  statewide  sample  of 
all  physicians  represented  in  the  study  data  base.     Summary  findings  are 
presented  separately  for  physicians  in  the  Blue  Shield  component  of  the 
data  base  and  for  those  in  the  Medicare  Part  B  component.     Findings  for 
Blue  Shield  and  Medicare  then  are  compared. 

A.     PHYSICIAN  PRICING  FOR  BLUE  SHIELD  COVERAGE 

Table  1  summarizes  overall  findings  on  physician  pricing  behavior  fo 
services  covered  by  Blue  Shield.     The  findings  reported  here  are  dervived 
from  calendar  year  1975  Blue  Shield  claims  experience  for  8,037  individua 
physicians.     Data  are  displayed  for  each  of  the  44  topic  procedures 
identified  earlier  in  section  II,  organized  by  seven  major  generic 
categories  of  physician  services:     (1)  general  medical  services  and 
visits;     (2)  surgical  procedures;     (3)  obstetrics;     (4)  anesthesia 
services;     (5)  diagnostic  radiology;     (6)  diagnostic  medical  services; 
and  (7)  pathology.     As  explained  and  discussed  previously  in  Section  III, 
data  for  anesthesiology  services  are  given  on  both  an  episode  basis  and  a 
relative  value  unit  basis.     In  addition  to  displaying  aggregate  physician 
pricing  characteristics,  the  table  indicates  the  number  of  individual 
physicians  and  the  number  of  services  represented  for  each  of  the  listed 
procedures.     Although  the  table  is  more  or  less  self-explanatory,  some 
additional  general  notes  and  observations  follow  below. 

It  should  be  noted  that  PBS  has  only  a  limited  number  of  subscribers 
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covered  for  office  visits.     This  is  a  category  of  services  not  normally 
included  in  Blue  Shield  benefit  packages,  and  it  has  been  provided  to  onl 
a  small  number  of  Blue  Shield  group  accounts  under  specially  designed 
packages.     This  accounts  for  substantially  smaller  numbers  of  doctors  and 
services  than  one  might  otherwise  expect  for  office  visits.  Nevertheless 
it  may  be  noted  that  the  samples  still  are  of  reasonably  good  size;  and 
moreover,  the  office  visit  claims  represented  here  come  from  several 
different  parts  of  the  state,  so  that  there  should  be  no  particular 
geographic  bias  in  the  aggregate  statistics. 

Average  prices  listed  in  the  table  are  "average  price  per  physician, 
not  "average  price  per  service."     Specifically,  as  pointed  out  in  Section 
III.B.l,  the  average  given  here  is  an  unweighted  arithmetic  mean  of  the 
individual  representative  fees  (for  a  specific  procedure)  calculated 
across  all  of  the  individual  doctors  represented,  with  each  individual 
doctor's  representative  fee  taken  as  the  median  of  his  distribution  of 
fees  for  a  procedure.     An  unweighted  mean  is  used  because  the  intent  here 
is  to  have  the  individual  physician  as  the  unit  of  observation,  without 
distinguishing  between  high  volume  and  low  volume  physicians. 

It  should  be  noted  that  actual  prices  listed  in  the  table  are  1975 
prices,  whereas  the  prices  of  physicians'   services  in  Pennsylvania  have 
gone  up  as  much  as  70  to  80  percent  from  1975  to  1981.     To  escape  the 
temporal  inflationary  effects  associated  with  specific  price  level  data, 
all  specific  prices  have  been  converted  to  Relative  Price  Units  (RPUs), 
and  these  also  are  listed  in  the  table.     The  base  for  this  conversion  was 
the  Medicare  brief  office  visit.     The  RPU  for  each  procedure  thus  is  the 
average  price  value  for  the  procedure,  expressed  as  a  multiple  of  the 


33 


average  price  value  of  a  Medicare  brief  office  visit.     The  net  gain  in 
converting  the  RPUs  is  the  provision  of  a  set  of  abstract  values  that 
reflect  the  relative  scaling  of  the  empirically  observed  price  valuations 
for  the  several  procedures  without  being  unduly  distracted  or  misled  by 
specific  price  levels  pegged  to  a  specific  point  in  time. 

Mean  CV,  reflecting  the  average  consistency  of  individual  physicians' 
pricing  behaviors,  ranges  from  .036  (upper  GI  study)  to  .189  (reduction  of 
Colles  fracture).     With  the  exception  of  episode-based  anesthesia 
services,  the  great  majority  of  procedures  have  mean  CVs  falling  in  an 
even  narrower  range  from  .050  to  .080. 

It  may  be  pointed  out  that  some  part  of  the  individual  physician 
price  variation  reflected  in  the  mean  CVs  would  be  attributable  to  routine 
price  changes.     Underlying  variation  due  to  price  changes  must  be  accepted 
here  as  a  hidden  and  somewhat  unknown  factor,  since  no  information  was 
gathered  or  generated  on  the  exact  number,  extent,  or  timing  of  price 
changes  by  individual  physicians  during  the  course  of  the  year  spanned  by 
the  data  base.     (Such  information  could  have  been  obtainable  in  principle, 
but  practical  EDP  and  analytical  demands  were  prohibitive.)    On  the  other 
hand,  it  is  possible  to  establish  at  least  a  reasonable  intuitive  sense  of 
the  underlying  variation  due  to  routine  price  changes.     It  can  be  shown, 
for  instance,  that  each  single  percent  of  a  mid-year  price  change  will 
generate  an  increase  of  slightly  less  than  .005  in  the  individual 
physician's  CV.     (Mid-year  timing  in  a  price  change  would  maximize  the 
impact  in  terms  of  variation  in  the  fee  data  distribution,  and  hence  would 
cause  the  greatest  increase  in  CV,  assuming  equal  service  volumes  in  both 
halves  of  the  year.)     Thus,  as  a  specific  example,  we  can  know  that  a  CV 
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of  .050  could  be  almost  completely  explained  solely  as  the  effect  of  a  10 
percent  mid-year  price  increase.     In  this  light,  a  mean  CV  substantially 
greater  than  .050  could  be  interpreted  as  suggesting  either  some  price 
discrimination  or  relatively  large  and/or  frequent  price  increases,  or 
both.     A  mean  CV  less  than  .050  not  only  would  suggest  little  or  no  price 
discrimination;     it  also  would  suggest  relatively  limited  price  change. 

The  generally  quite  small  mean  CVs  shown  in  Table  1  thus  suggest 
some,  but  very  little,  price  discrimination  in  Blue  Shield  services  at  the 
individual  physician  level.     The  mean  CVs  for  some  of  the  diagnostic 
services  (x-rays,  EKGs ,  etc.)     seem  to  reflect  individual  provider  pricing 
practices  that  are  particularly  tightly  constrained  and  disciplined.  The 
relatively  large  CV  for  reduction  of  a  Colles  fracture,  incidentally,  may 
have  more  to  do  with  variation  in  how  cases  present  clinically  than  with 
discriminating  price  behavior,  perse.     In  general,  procedures  with 
greater  degrees  of  ambiguity  in  the  precise  definition  of  the  service,  or 
which  are  relatively  less  uniform  in  terms  of  the  amount  of  physician 
output  required  in  order  to  perform  the  service  from  case  to  case,  will 
have  an  intrinsic  tendency  toward  larger  CVs.     This  effect  may  be  noticed 
in  the  mean  CVs  calculated  for  anesthesiology  services  on  an  episode 
basis.     The  relatively  high  mean  CVs  for  episode-based  data  on 
anesthesiology  services  probably  reflect  legitimate  case-to-case  variation 
in  the  clinical  situations  involved.     The  unit-based  CVs  for 
anesthesiology  services  are  comparatively  more  tight  and  stable. 

The  CV  of  medians,  as  discussed  in  Section  III.B.3,  provides  a 
measure  of  the  degree  of  agreement  (or  disagreement)  between  different 
physicians  regarding  characteristic  price  for  a  given  procedure.  In 
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contrast  to  the  mean  CV,  which  measured  the  average  consistency  of 
individual  physicians'  pricing  practices,  the  CV  of  medians  measures  the 
consistency  of  pricing  from  doctor  to  doctor  within  a  population  of 
physicians.     Interpretation  of  the  exact  meaning  that  may  be  attached  to 
given  values  of  the  CV  of  medians  is  highly  subjective.     The  following 
arbitrary  guidelines  are  suggested:     (1)  values  at  or  near  .200,  ranging 
up  to  .299,  probably  indicate  more-or-less  typical  random  variation  and 
may  be  interpreted  as  representing  degrees  of  variation  consistent  with 
normal  group  behavior;     (2)  values  beyond  .300  would  reflect  increasingly 
disparate  behavior  in  a  cohort  of  physicians,  with  no  particularly  strong 
sense  of  agreement  between  physicians  regarding  an  appropriate  price  for  a 
given  service;     (3)  values  substantially  smaller  than  .200  would  reflect  a 
rather  unusually  small  range  of  variation  in  pricing  practices  between 
physicians,  and  may  be  interpreted  as  indicating  uncommonly  uniform 
pricing  behavior  within  a  group. 

Inspection  of  the  values  for  CV  of  medians  listed  in  Table  1  in 
general  seems  to  indicate  a  degree  of  characteristic  price  variation  from 
physician  to  physician  that  is  rather  as  might  be  expected  in  most 
instances.     Most  procedures  show  variation,  but  not  excessive  variation, 
consistent  with  approximately  normal  statistical  population  behavior. 
Anesthesiology  (unit-based  data)  and  radiology  appear  as  areas  in  which 
there  is  relatively  high  level  of  agreement  between  doctors.     In  contrast, 
there  appears  to  be  a  relatively  low  level  of  agreement  between  physicians 
on  pricing  for  hospital  visits,  for  some  pathology  services,  and  for  minor 
surgical  procedures  commonly  performed  in  the  office  setting 
(arthrocentesis  and  proctosigmoidoscopy).     In  general,  the  population  CVs 
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found  in  this  study  appear  somewhat  smaller  than  those  reported  in  the 
literature,  although  generally  falling  within  the  range  found  in  other 
studies . 

Population  skewness,  as  discussed  in  Section  III.B.4,  provides  an 
indication  of  the  relative  tendency  of  physicians  in  a  population  to  be 
concentrated  on  either  the  high  side  or  the  low  side  of  the  characteristic 
price  range  represented  in  the  population.     Zero  skewness  indicates  a  well 
balanced  distribution,  with  physicians  deviating  in  reasonable  numbers 
more-or-less  equally  to  the  high  side  and  low  side  of  the  price  level 
characteristically  charged  by  the  main  concentration  of  physicians. 
Progressively  larger  skewness  values  indicate  progressively  less  symmetric 
distributions.     Interpretation  of  the  exact  meaning  of  a  given  skewness 
magnitude  again  is  subjective  and  quite  arbitrary.     Essentially,  it 
entails  a  judgment  as  to  how  far  a  distribution  may  depart  from  perfect 
symmetry,  and  still  be  called  "nearly  symmetric"  or  "symmetric  enough." 
For  present  purposes,  let  us  say  that  anything  up  to  an  absolute  value  of 
1.000  represents  a  reasonably  well  balanced  distribution.     Values  larger 
than  this  would  indicate  increasingly  severe  concentrations  on  either  the 
high  side  or  the  low  side  of  the  distribution,  with  increasingly  severe 
exceptions  tailing  off  to  the  opposite  end  of  the  range.     As  noted  before, 
negative  skewness  indicates  that  the  main  concentration  of  physicians  is 
on  the  high  side  of  the  characteristic  price  range,  with  a  few  relatively 
extreme  exceptions  on  the  low  end  of  the  range.     Positive  skewness 
indicates,  conversely,  relatively  lower  characteristic  prices  for  the  main 
concentration  of  physicians,  with  higher  priced  physicians  being  the 
exception. 
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Inspection  of  the  population  skewness  statistics  in  Table  1  thus 
indicates  that,   for  office  visits  and  for  hospital  visits  (other  than  an 
initial  visit),  most  physicians  tend  to  have  characteristic  fees  that  are 
on  the  high  side  of  the  range  for  these  services.     The  low  priced 
physician  for  these  services  is  the  exception.     Physicians  who  perform 
pathology  services  are  similarly  distributed  with  respect  to  their  pricing 
practices  for  pathology  procedures.     Most  other  procedures  included  in 
this  study  appear  to  be  reasonably  well  balanced  between  physicians  with 
relatively  high  or  relatively  low  characteristic  prices,  but  tending 
slightly  toward  concentration  on  the  high  side  of  the  price  range. 

B.     PHYSICIAN  PRICING  FOR  MEDICARE  PART  B  SERVICES 

Table  2  is  a  parallel  summary  of  overall  findings  on  physician 
pricing  behavior  for  10,347  individual  physicians  reporting  services  for 
topic  procedures  under  Medicare  Part  B.     As  in  the  preceding  table,  the 
display  includes  numbers  of  physicians  and  services  represented  for  each 
procedure.     The  1975  average  price  data  again  have  been  converted  to 
Relative  Price  Units  (RPUs),  with  the  RPUs  —  as  before  —  representing 
multiples  of  the  average  characteristic  price  of  a  Medicare  brief  office 
visit.     Mean  CV,  CV  of  medians,  and  population  skewness  have  the  same 
meanings  and  interpretations  as  discussed  above  in  relation  to  the  Blue 
Shield  data  in  Table  1. 

The  mean  CV  data  again  show  certain  diagnostic  procedures  to  have 
more  tightly  constrained  and  disciplined  individual  physician  pricing 
behavior  than  is  evidenced  for  most  other  procedures.    Medicare  office 
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visits  and  certain  surgical  procedures,  on  the  other  hand,  are  shown  to 
exhibit  a  relatively  high  level  of  variability  for  individual  physicians 
on  the  average.     Some  price  discrimination  may  be  indicated  here. 

The  CV  of  medians  shows  patterns  slightly  more  mixed  than  those 
observed  for  Blue  Shield  services.     As  previously  observed  for  Blue  Shield 
services,  there  is  a  relatively  high  level  of  price  agreement  between 
physicians  for  diagnostic  radiology  services.     Anesthesiology  services 
also  appear  again  as  an  area  in  which  there  is  good  price  agreement 
between  physicians,  but  the  agreement  is  less  strong  than  that  observed 
for  Blue  Shield  services.     Also  as  before,  there  is  a  generally  low  level 
of  agreement  between  physicians  on  prices  for  office  visits,  hospital 
visits,  and  minor  surgical  procedures  typically  performed  in  the  office 
setting . 

A  more  detailed  comparison  of  Blue  Shield  and  Medicare  findings  is 
undertaken  in  the  following  subsection. 

C.     COMPARISON  OF  PRICING  PRACTICES  UNDER  MEDICARE  AND  BLUE  SHIELD 

Combining  selected  data  items  from  Tables  1  and  2,  Table  3  presents  a 
summary  comparison  of  physician  pricing  practices  for  services  delivered 
under  the  Blue  Shield  and  Medicare  programs. 

Price  data  in  Table  3  are  shown  only  as  RPUs .     A  column  has  been 
added  to  display  the  ratio  of  the  characteristic  Medicare  price  to  the 
characteristic  Blue  Shield  price  (for  procedures  represented  for  both 
programs  in  the  data  base).     If  this  ratio  is  greater  than  1.000  the 
Medicare  price  is  higher;     and  conversely,  if  the  ratio  is  less  than 
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1.000,  the  Medicare  price  is  lower.     The  amount  by  which  this  ratio 
differs  from  1.000  can  be  translated  directly  into  a  percentage  difference 
between  the  representative  Medicare  price  and  the  representative  Blue 
Shield  price  for  the  same  procedure.     The  table  value  of  1.106  at  the  top 
of  the  ratio  column  shows,   for  example,  that  the  average  physician  charges 
Medicare  beneficiaries  10.6  percent  more  for  a  brief  office  visit  than  is 
charged  on  the  average  by  physicians  serving  Blue  Shield  subscribers.  For 
arthrocentesis  (under  the  surgical  procedure  group),  the  listed  ratio  of 
.962  differs  from  1.000  by  .038,   indicating  that  the  average  physician 
performing  this  service  for  a  Medicare  beneficiary  charges  3.8  percent 
less  than  is  charged  by  the  average  doctor  performing  the  same  service  for 
a  Blue  Shield  subscriber. 

Comparing  average  relative  price  levels  for  Medicare  and  Blue  Shield, 
the  results  for  general  medical  services  and  visits  are  mixed.     For  the 
six  procedures  on  which  there  is  common  experience,  the  Medicare  price  is 
higher  on  three  and  lower  on  the  other  three.     Medicare  office  visit  fees 
are  substantially  higher  than  for  Blue  Shield;     but  for  hospital  visits 
and  consultation  there  is  very  little  difference  one  way  or  the  other. 

In  the  surgical  procedure  group,  the  Medicare  price  is  higher  on 
eight,  and  lower  on  three,  of  the  procedures  for  which  there  is  common 
experience.     The  price  difference  is  really  sizable  only  for  excision  of 
breast  cyst,  for  hysterectomy,  and  for  laminotomy  (herniated  disc).  All 
of  these  are  represented  by  very  few  physicians  and  comparatively  few 
services  for  Medicare,  however.     In  general,  (reflected  from  Tables  1  and 
2)  there  is  relatively  less  surgery  under  the  Medicare  program  than  under 
the  Blue  Shield  program.     Arthrocentesis  and  proctosigmoidoscopy,  both  of 
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which  are  most  commonly  performed  in  the  office  setting,  have  high  volumes 
in  Medicare  as  well  as  in  Blue  Shield.     For  these,  the  Medicare  price  is 
slightly  lower  for  arthrocentesis  and  very  slightly  higher  for 
proctosigmoidoscopy.     Among  the  remaining  surgical  procedures  examined, 
there  is  substantial  Medicare  incidence  only  for  herniorrhaphy,  TUR 
prostate,  and  lens  extraction  (not  surprising,  since  these  are  procedures 
related  to  problems  with  higher  rates  of  incidence  among  the  elderly). 
For  all  three  of  these  particular  procedures,  the  average  physician's 
price  is  marginally  higher  to  Medicare. 

Average  physicians'   prices  for  anesthesiology  services,  when  examined 
on  an  episode  basis,  are  quite  a  bit  higher  on  the  whole  for  Medicare  than 
for  Blue  Shield.     It  may  be  surmised,  however,  that  a  large  part  of  this 
difference  is  a  reflection  of  clinical  differences  having  to  do  with 
patient  age  and  general  physical  condition.     When  examined  on  a  relative 
value  unit  basis,  anesthesiology  services  for  Medicare  still  are  higher 
for  many  procedures,  but  the  difference  in  most  instances  is  relatively 
marginal . 

Diagnostic  radiology  services  have  extremely  close  price  levels 
between  the  two  programs.     Prices  for  diagnostic  medical  services  are 
marginally  lower  for  the  Medicare  program.     Typical  physicians'  prices  for 
pathology  services  are  lower  in  the  Medicare  program  by  proportions 
ranging  from  3.4  percent  to  13.1  percent. 

Looking  at  the  two  columns  of  mean  CV  data,  a  good  comparison  can  be 
made  of  the  relative  consistency  of  individual  physician  pricing  practices 
between  these  two  programs.     For  office  visits,  there  is  a  considerable 
difference,  with  higher  values  for  Medicare  suggesting  that  individual 
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physicians  are  prone  to  use  a  greater  variety  of  different  prices  for 
their  Medicare  patients,  possible  discriminating  on  a  case-to-case  or 
patient-to-patient  patient  basis.     For  hospital  visits  and  consultation, 
there  is  very  little  difference  in  mean  CV  between  Medicare  and  Blue 
-  Shield. 

The  Medicare  mean  CV  is  larger  than  the  Blue  Shield  mean  CV  on  nine 
of  the  eleven  surgical  procedures  the  two  programs  have  in  common.  The 
Medicare  values  are  higher  for  all  of  the  listed  surgical  procedures  with 
high  incidence  under  Medicare  ( arthrocentesis proctosigmoidoscopy, 
herniorrhaphy,  TUR  prostate,  and  excision  of  lens).     The  differences  are 
not  very  great,  however.     These  results  could  be  interpreted  as  suggesting 
that  individual  physicians  who  perform  surgical  procedures  have  a  very 
faint  tendency  toward  more  price  discrimination  with  Medicare  patients. 

There  is  no  appreciable  difference  in  mean  CV  between  Medicare  and 
Blue  Shield  for  anesthesiology  services.     Physicians  who  perform 
anesthesiology  services  apparently  make  very  little  differentiation  in 
their  pricing  practices  for  these  two  programs. 

The  comparative  mean  CV  values  for  all  diagnostic  services  and  tests 
suggest  that  individual  physicians  performing  these  services  exhibit 
slightly  greater  diversity  in  their  prices  for  Medicare  patients  than  for 
Blue  Shield  patients.     Again,  however,  the  differences  are  slight. 

In  comparing  the  two  sets  of  data  on  CV  of  medians,  the  Blue  Shield 
and  Medicare  patterns  in  general  appear  very  similar  and  very  close  to  one 
another.     The  pattern  is  just  slightly  more  mixed  in  Medicare.     To  the 
extent  that  differences  do  appear,  there  is  no  consistent  pattern  to  the 
difference.     Sometimes  the  Blue  Shield  value  is  higher,  sometimes 
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Medicare.     The  only  large  differences  are  for  a  few  surgical  procedures 
which  already  have  been  identified  as  having  small  Medicare  physician  and 
incidence  samples,  therefore  possibly  not  being  truly  representative.  The 
level  of  agreement  between  physicians  on  pricing  practices  does  not  appear 
-    to  be  markedly  different  between  the  two  programs. 
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V.     FINDINGS  WITHIN  SPECIALTY  GROUPS 


Intuition,  theory,  and  common  experience  all  suggest  differences 
between  specialists  and  generalists,  and  between  various  types  of 
specialists.     The  primary  consideration  in  setting  specialists  apart  from 
generalists,  and  in  differentiating  between  various  types  of  specialists, 
is  that  the  specialist  is  presented  as  having  especially  high  levels  of 
skills,  training,  and  general  expertise  relative  to  particular  types  of 
services.     This  translates  into  a  presumed  higher  quality  of  service 
obtainable  from  a  specialist  performing  services  in  his  special  area  of 
expertise,  which  in  turn  has  implications  for  the  level  of  prices  a 
specialist  can  command  in  the  marketplace  for  his  services. 

When  physicians  are  viewed  as  a  single  overall  population,  these 
distinctions  become  blurred.     The  analysis  thus  is  sharpened  by 
controlling  for  specialty,  even  if  only  at  the  level  of  broad  specialty 
classes.     In  this  section,  there  are  separate  examinations  of 
characteristic  pricing  behaviors  for  each  of  five  broad  specialty  groups: 
(a)  generalists,  including  physicians  in  general  practice  and  family 
practice;     (b)  medical  specialists;     (c)  surgical  specialists;  (d) 
anesthesiologists;     and  (e)  other  specialists.     A  priori  expectations 
would  include  higher  prices  for  specialists  working  in  their  special  areas 
of  expertise,  and  perhaps  more  consistent  and  sharply  focused  collective 
pricing  behavior  within  groups  as  the  respective  cohorts  of  physicians 
become  relatively  more  homogeneous  in  terms  of  the  types  and  levels  of 
skills  and  training  represented. 
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A.       GENERAL  AND  FAMILY  PRACTICE 


Table  4  presents  a  summary  of  generalist  physician  pricing 
characteristics  for  both  Blue  Shield  and  Medicare,  paralleling  the 
information  presented  in  Table  3  for  the  overall  physician  population. 

As  expected,  generalists'  price  levels  are  uniformly  lower  than  for 
the  population  of  physicians  as  a  whole,  with  the  exception  of  pathology 
services.     For  pathology  services,  generalist  prices  are  approximately  the 
same  as  those  indicated  for  the  overall  physician  population. 
General/family  practice  physicians  appear  to  give  a  slightly  greater  price 
break  to  Medicare  patients,  as  indicated  in  the  ratio  column,  than  is  true 
of  physicians  as  a  whole.     This  occurs  most  dramatically  for  office 
visits,  where  the  average  generalist 's  brief  office  visit  price  for 
Medicare  is  seen  to  be  7.2  percent  lower  than  for  Blue  Shield,  compared  to 
being  10.6  percent  higher  in  the  same  comparison  for  all  physicians. 

As  measured  by  the  mean  CV,  general/family  practice  physicians  appear 
to  be  generally  more  consistent  in  their  individual  pricing  behaviors  than 
was  observed  for  all  physicians,  suggesting  that  on  the  whole  they 
discriminate  less.     The  improvement  in  individual  physician  pricing 
consistency  (or  apparent  reduction  in  discrimination)  is  rather  slight, 
however,  for  most  procedures.     A  notable  exception  to  the  general  pattern 
observed  here  is  the  brief  office  visit.     For  this  procedure,  the  average 
individual  generalist  physician  exhibits  considerable  variability  in  his 
pricing  to  Blue  Shield  patients,  quite  possibly  price  discriminating;  but 
the  average  generalist  then  also  appears  to  have  little  or  no  price 
discrimination  under  Medicare.     This  is  precisely  opposite  to  the 
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observation  for  all  physicians,  where  there  was  a  suggestion  of 
discrimination  under  Medicare,  but  little  or  none  under  Blue  Shield. 

The  level  of  agreement  in  pricing  between  different  physicians,  as 
reflected  by  the  CV  of  medians,  is  greater  within  the  cohort  of 
general/family  practice  physicians  than  was  observed  for  the  overall 
physician  population,  for  most  procedures.     For  generalists  performing 
chest  x-rays  and  EKGs ,  the  level  of  agreement  between  physicians  is  not  as 
good  as  for  all  physicians,  but  still  is  quite  good  in  absolute  terms. 
There  is  poor  agreement  between  generalist  physicians  on  prices  for 
follow-up  hospital  visits,   for  consultations,  and  for  minor  surgical 
procedures  performed  in  the  office  setting. 


B.      MEDICAL  SPECIALTIES 


Comparative  summary  characteristics  of  Blue  Shield  and  Medicare 
prices  for  physicians  in  medical  specialties  are  displayed  in  Table  5. 
Again  as  expected,  medical  specialists'  prices  for  general  medical 
services,  visits,  consultations,  and  diagnostic  medical  services  are 
higher  than  the  averages  for  all  physicians.     They  are  marginally  lower, 
however,  for  the  minor  surgical  procedures  ( arthrocentesis  and 
proctosigmoidoscopy).     Medical  specialists'  prices  also  are  uniformly 
lower  than  average  for  diagnostic  radiology  services.     For  pathology 
services,  Medical  specialists'  prices  are  more-or-less  average. 
Consistent  with  their  training  and  general  philosophy  of  practice,  medical 
specialists  tend  to  perform  very  little,  if  any,  definitive  surgery  —  and 
so,  are  not  listed  for  these  kinds  of  procedures. 
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In  general,  medical  specialists  do  not  appear  to  be  giving  any  price 
breaks  to  Medicare  for  general  medical  services  and  visits,  which  comprise 
the  medical  specialist's  main  stock  in  trade.     They  do,  however,  give  a 
better  than  average  price  advantage  to  Medicare  for  most  diagnostic 
radiology  services.     They  also  give  a  price  advantage  to  Medicare  for  EKG 
and  pathology  services,  but  on  the  whole  not  as  great  a  price  break  as  the 
average  for  all  physicians. 

The  pattern  for  degree  of  consistency  in  individual  physicians' 
pricing  practices  (mean  CV)  is  quite  similar  to  that  observed  for  all 
physicians.     In  general,  the  mean  CVs  in  this  table  suggest  very  little 
price  discrimination  at  the  individual  physician  level  for  the  various 
categories  of  diagnostic  services.     Some  mild  price  discrimination  might 
be  indicated  for  Medicare  office  visits  and  for  Medicare  arthrocentesis . 
For  all  other  visits,  consultations,  and  minor  (office  setting)  surgical 
procedures,  the  data  suggest  a  possibility  of  some  —  but  very  little  — 
price  discrimination.     For  most  procedures,  the  comparative  mean  CV  data 
indicate  somewhat  more  extensive  individual  physician  price  discrimination 
(or  price  changes)  for  Medicare  than  for  Blue  Shield. 

The  level  of  characteristic  price  agreement  between  physicians  (CV  of 
medians)  is  relatively  low  for  Blue  Shield  brief  office  visits  and  for 
follow-up  hospital  visits  under  both  programs.     For  all  other  visits  and 
consultations,  agreement  is  about  average.     Agreement  is  generally  good  in 
diagnostic  medical  services  and  diagnostic  radiology.     For  minor  surgery 
and  for  pathology  services,  characteristic  price  agreement  between  medical 
specialists  ranges  from  fair  to  poor.     In  general,  the  agreement  between 
physicians  within  this  cohort  appears  to  be  a  little  bit  tighter  than 
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among  all  physicians. 


C.       SURGICAL  SPECIALTIES 

Table  6  lists  the  comparative  prices  of  Blue  Shield  and  Medicare 
prices  for  services  by  surgical  specialists. 

Surgical  specialists  are  shown  to  have  greater  than  average  prices 
for  office  visits,  but  prices  for  other  visits  and  consultations  that  are 
approximately  average  or  lower.     The  relative  price  levels  listed  for 
surgical  specialists  for  surgical  procedures  are  very  close  to  the 
averages  for  all  physicians,  but  this  is  simply  because  most  surgery  is 
performed  by  surgical  specialists.     Surgical  specialists  tend  to  vary 
around  the  all  physician  average  prices  for  diagnostic  radiology,  to  have 
slightly  high  prices  for  diagnostic  medical  services,  and  to  have 
relatively  high  prices  for  pathology  services. 

Surgical  specialists  are  shown  to  give  a  slight,  but  smaller  than 
average,  price  break  to  Medicare  patients  for  brief  office  visits.  They 
give  a  much  greater  than  average  price  break  (17.3  percent)  to  Medicare 
patients  for  intermediate  office  visits.     For  hospital  visits  and 
consultations,  surgical  specialists  tend  to  have  Medicare  prices  and  Blue 
Shield  prices  that  are  very  close  to  one  another,  with  a  very  small  price 
advantage  in  favor  of  Medicare;     and  in  this  respect  they  are  quite 
similar  to  the  averages  for  all  physicians.     For  surgical  procedures, 
there  is  an  even  split  between  higher  Medicare  prices  and  higher  Blue 
Shield  prices.     The  procedures  for  which  Medicare  prices  are  higher 
include  those  with  higher  incidence  among  the  elderly,  however.  Surgical 
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specialists  tend  to  give  a  greater  than  average  price  differential  to 
Medicare  for  pathology  services,  although  their  general  price  levels  for 
these  kinds  of  services  are  higher  than  average  for  both  Blue  Shield  and 
Medicare . 

In  examining  the  mean  CVs,  surgical  specialists  are  seen  to  have  less 
consistency  in  individual  physician  pricing  almost  uniformly  for  all 
general  medical  services  and  visits.     Paralleling  the  findings  for  all 
physicians,  these  specialists  show  less  consistency  in  individual 
physician  pricing  under  Medicare  than  under  Blue  Shield  for  nearly  all 
general  medical  services  and  visits,  with  Medicare  office  visits  appearing 
as  particularly  likely  objects  of  price  discrimination.     The  mean  CVs  for 
surgical  procedures  are  very  similar  to  those  seen  for  all  physicians, 
again  reflecting  the  fact  that  nearly  all  surgery  is  done  by  surgical 
specialists.     Arthrocentesis  and  proctosigmoidoscopy,  the  two  surgical 
procedures  commonly  done  by  other  kinds  of  physicians,  show  smaller  mean 
CVs  (and  much  more  consistent  pricing  practice  by  individual  physicians) 
than  was  found  for  the  overall  physician  population.     For  diagnostic 
services,  the  consistency  of  individual  surgical  specialists'  pricing 
practices  relative  to  the  consistency  for  all  physicians,  is  greatly 
mixed.     Evidence  of  possible  discriminatory  behavior  is  most  pronounced 
for  X-rays  of  the  knee  (both  programs)  and  for  urinalysis  under  Medicare. 
Individual  physician  pricing  consistency  is  extraordinarily  tight  for 
EEGs . 

The  CV  of  medians  indicates,  for  nearly  all  procedures,  a  pattern  of 
price  agreement  between  different  physicians  that  is  very  similar  to  that 
of  the  all  physician  population.     There  is  good  agreement  on  pricing  for 
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surgical  procedures  for  all  except  arthrocentesis  and  proctosigmoidoscopy; 
and  even  these  show  better  agreement  than  the  average  for  all  physicians. 
There  is  high  agreement  on  pricing  for  EEG  under  Medicare;     and  there  is 
agreement  on  EKG  and  diagnostic  radiology  very  similar  to  that  for  all 
physicians.     Surgical  specialists  appear  to  be  particularly  diverse  in 
their  pricing  practices  for  pathology  services. 

D.  ANESTHESIOLOGY 

Nearly  all  anesthesiology  services  are  performed  by  physicians  who 
identify  themselves  as  anesthesiologists.     Hence  the  comparative  price 
characteristics  shown  in  Table  7  for  anesthesiology  services  performed  by 
anesthesiologists  are  extremely  close  to  the  comparative  pricing  data  for 
these  services  shown  earlier  for  all  doctors. 

As  noted  previously,  the  episode-based  data  show  significantly  higher 
charges  to  Medicare  than  to  Blue  Shield  for  anesthesia  services.  The 
differences  are  much  greater  than  those  found  in  the  RVU-based  data, 
suggesting  that  the  episode-based  data  are  in  large  measure  reflecting 
clinical  differences  arising  from  the  more  advanced  age  and  generally  less 
sound  physical  condition  of  Medicare  patients.     The  mean  CVs  also  are 
almost  uniformly  larger  in  the  episode-based  data  than  in  the  unit-based 
data,  again  suggesting  clinical  differences  from  one  case  to  another  in 
the  episode-based  results. 

On  an  RVU  basis,  the  Medicare/Blue  Shield  Price  Ratios  indicate 
average  Blue  Shield  and  Medicare  prices  to  be  very  close  for 
anesthesiology  services  related  to  most  surgical  procedures.     The  largest 
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differences  seen  in  the  table  are  for  lens  excision,  D  &  C,  and 
hysterectomy  anesthesia,  where  Medicare  unit  prices  are  higher  by 
proportions  ranging  from  4.6  percent  to  6.6  percent. 

The  mean  CV  values  for  anesthesiology  services  under  Blue  Shield  tend 
~-    to  be  fairly  uniform.     Those  for  services  reimbursed  under  Medicare  appear 
to  be  only  slightly  less  uniform,  and  for  most  procedures,  just  slightly 
larger.     From  other  in-house  studies  at  Pennsylvania  Blue  Shield,  it  is 
known  that  anesthesiologists'  prices  have  been  rising  rather  sharply  over 
recent  years.     The  mean  CVs  seen  here  therefore  probably  are  more 
indicative  of  price  change  phenomena  than  of  price  discrimination,  perse. 

The  CV  of  medians  (unit  basis)  is  relatively  uniform  and  small  over 
all  anesthesiology  procedures,  indicating  a  high  level  of  agreement 
between  anesthesiologists  on  the  prices  of  their  basic  services. 

Anesthesiologists'  visit  prices  are  mixed,  in  relation  to  average 
visit  prices  for  all  doctors.     The  practice  of  anesthesiology  in  recent 
years  has  been  tending  toward  a  greater  amount  of  direct  contact  between 
anesthesiologist  physicians  and  patients,  most  of  this  occurring  with 
inpatients  in  the  hospital  setting.     For  these  visits  in  the  hospital 
setting,  the  average  anesthesiologist's  price  level  for  a  brief  hospital 
visit  is  very  close  to  the  average  for  all  physicians;     the  Blue  Shield 
intermediate  hospital  visit  is  15.1  percent  lower  than  the  all  doctor 
average;     and  the  Medicare  intermediate  hospital  visit  is  11.9  percent 
higher.     The  intermediate  hospital  visit  is  on  average  priced  29.4  percent 
higher  for  Medicare  than  for  Blue  Shield,  again  probably  reflecting 
additional  time  and  precaution  taken  in  connection  with  anesthesia  for 
more  elderly  patients.     The  CV  of  medians,  incidentally,  indicates  great 
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variation  (poor  agreement)  between  different 
pricing  of  intermediate  hospital  visits. 


anesthesiologists  in  the 


E.       OTHER  SPECIALTIES 


Comparative  pricing  characteristics  for  physicians  in  other 
specialties  are  displayed  in  Table  8.     "Other"  specialists  have  price 
levels  for  visits  and  consultation  that  are  higher  than  the  all  physician 
averages  by  margins  ranging  from  8.7  percent  to  16.3  percent.  Their 
average  Medicare  and  Blue  Shield  prices  differ,  but  not  by  much,  and  not 
in  any  consistent  pattern.     Mean  CVs  listed  in  the  table  suggest  little, 
if  any,  price  discrimination  for  these  general  medical  services  (visits 
and  consultation),  with  the  exception  of  Medicare  office  visits.  While 
Medicare  office  visits  have  somewhat  higher  mean  CV  than  seen  for  other 
types  of  visits  and  consultations  listed  here,  they  are  not  as  high  as  the 
"all  physician"  mean  CVs  for  Medicare  office  visits.     The  physicians  in 
this  cohort  tend  to  have  a  rather  extraordinarily  poor  level  of  agreement 
on  pricing  for  both  office  visits  and  hospital  visits  (as  indicated  by 
high-valued  CV  of  medians).     Perhaps  this  is  simply  because  "other,"  by 
definition,  constitutes  a  diverse  lot. 

The  price  levels  for  diagnostic  radiology  are  very  close  to  the  all 
physician  averages,  probably  because  this  type  of  service  tends  to  be 
dominated  by  radiologists  (included  among  "other").     By  contrast, 
pathology  services  have  lower  average  prices  among  this  cohort  than  among 
all  physicians  in  aggregate.     This  may  be  reflecting  a  situation  in  which 
a  significant  volume  of  pathology  services  are  performed  by  physicians  in 
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other  cohorts  (e.g.,  general  practice  or  medical  specialties),  but 
pathologists  —  by  concentrating  on  these  types  of  services  —  achieve 
economies  of  scale  in  delivering  them.     Medicare  and  Blue  Shield  prices 
for  diagnostic  radiology  appear  to  be  quite  close  on  average.  Diagnostic 
-    medical  services  and  pathology,  on  the  other  hand,  appear  to  exhibit  a 
slight  price  break  for  Medicare  for  most  of  these  kinds  of  procedures  in 
the  "other"  cohort. 

Mean  CVs  for  the  diagnostic  service  categories  tend  to  be  quite 
small,  especially  for  Blue  Shield.     The  findings  suggest  little  or  no 
price  discrimination  for  these  services  among  physicians  in  other 
specialties  in  the  Blue  Shield  market,  and  only  slightly  greater 
indication  of  possible  discrimination  in  the  Medicare  market. 

There  is  a  relatively  high  level  of  price  agreement  for  diagnostic 
radiology  services  performed  by  other  specialists  (presumably  mainly 
radiologists  for  these  types  of  services).     The  degree  of  price  agreement 
between  physicians  in  this  cohort  appears  to  be  rather  ordinary  for  most 
diagnostic  medical  and  pathology  services. 
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VI.     FINDINGS  BETWEEN  SPECIALTY  GROUPS 


In  this  section,  the  data  are  rearranged  and  examined  in  such  a  way 

as  to  more  directly  highlight  differences  between  specialty  groups  for 

given  selected  procedures.     Specialty  differences  are  examined  for  three 
groups  of  procedures:     (a)  visits  and  consultation;     (b)  surgical 

procedures;     and  (c)  ancillary  and  diagnostic  services.     Specialty  groups 
are  defined  as  before. 

A.     VISITS  AND  CONSULTATION 

Table  9  displays  physician  pricing  characteristics  by  specialty  group 
for  selected  types  of  visits  and  consultation.     Included  are  brief  and 
intermediate  office  visits;     initial,  brief,  and  intermediate  hospital 
visits;     and  comprehensive  consultation.     As  in  the  preceding  sections, 
Blue  Shield  and  Medicare  price  levels  are  given  in  terms  of  Relative  Price 
Units  (RPUs),  and  the  ratio  of  characteristic  Medicare  prices  to  Blue 
Shield  prices  is  given.     Mean  CV  and  CV  of  medians  are  included,  as 
before,  to  provide  indicators  of  consistency  of  pricing  behavior  at  the 
individual  physician  and  physician  cohort  levels,  respectively.  In 
addition,  the  numbers  of  physicians  represented  in  each  specialty  group 
cohort  for  each  procedure  is  given. 

The  results  in  Table  9  show  quite  dramatically  the  differences  in 
prices  for  specialists  (of  all  types)  and  general  practice  physicians. 
These  differences  are  even  more  pronounced  for  Medicare  patients  than  for 
Blue  Shield.     Both  types  of  office  visit  show  generalists  giving  lower 
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prices  to  Medicare,  and  specialists  giving  higher  prices  to  Medicare. 
Price  differences  between  general  practice  physicians  and  specialists 
range  from  12.0  percent  to  29.2  percent  under  Blue  Shield,  and  range 
upward  to  differences  as  great  as  36.3  percent  (general  practice  compared 
to  surgical  or  "other"  specialists)  under  Medicare.     For  hospital  visits, 
specialist  prices  commonly  exceed  generalists  prices  by  20  to  30  percent, 
or  more . 

The  mean  CV  data  suggest  that  general  practice  physicians  may  be 
price  discriminating  to  Blue  Shield  patients  for  brief  office  visits,  and 
to  Medicare  patients  for  intermediate  office  visits.     There  is  little  or 
no  indication,  however,  to  suggest  generalist  price  discrimination  for 
Medicare  brief  office  visits  or  Blue  Shield  intermediate  office  visits. 
All  cohorts  of  specialists  show  evidence  of  possible  price  discrimination 
for  Medicare  office  visits,  along  with  little  or  no  price  discrimination 
for  Blue  Shield  office  visits. 

General  practice  physicians  have  reasonably  good  characteristic  price 
agreement  among  themselves  (CV  of  medians)  for  both  types  of  office  visit. 
Price  level  agreement  between  different  specialists  for  office  visits 
ranges  from  fair  to  poor. 

All  physician  cohorts  exhibit  little,  if  any,  evidence  of  price 
discrimination  for  hospital  visits  under  either  Medicare  or  Blue  Shield. 
All  physician  cohorts  also  show  almost  universally  low  levels  of  agreement 
on  prices  for  hospital  visits. 

Except  for  surgical  specialties,  there  is  little  price  discrimination 
evidenced  for  consultations;     and  even  for  surgical  specialists,  the  mean 
CV  for  consultation  is  not  outstandingly  large.     Specialists  have 


68 


uniformly  reasonable  levels  of  agreement  between  different  physicians  for 
consultation  prices;     but  general  practice  physicians  have  relatively  high 
values  for  CV  of  medians  (low  level  of  inter-physician  agreement)  for 
consultation. 


B.     SURGICAL  PROCEDURES 

Table  10  shows  comparative  data  between  specialty  groups,  and  between 
Blue  Shield  and  Medicare,  on  pricing  characteristics  for  selected  surgical 
procedures.     Most  of  the  more  significant  and  definitive  surgical 
procedures  are  performed  almost  solely  by  surgical  specialists,  and  hence 
are  not  included  among  the  selected  procedures  in  this  table,  since  there 
are  no  useful  or  interesting  inter-specialty  comparisons  to  be  made  for 
them.     Arthrocentesis  and  proctosigmoidoscopy,  although  minor  in  nature 
and  performed  predominately  in  the  office  setting,  are  included  because 
they  are  performed  very  frequently,  both  by  generalists  and  a  great 
variety  of  specialists.     Tonsillectomy  (child)  is  included  here  because  it 
was  the  only  definitive,  therapeutic  surgical  procedure  (from  among  the 
procedures  addressed  in  this  study)  for  which  there  was  statistically 
meaningful  incidence  in  any  physician  cohort  other  than  surgical 
specialists.     Vaginal  obstetrical  delivery  also  is  included  in  this  group 
for  present  purposes. 

For  arthrocentesis,  the  difference  between  the  lowest  priced  cohort 
(medical  specialties)  and  the  highest  (surgical  specialties)  is  10.6 
percent  under  Medicare  and  13.7  percent  under  Blue  Shield.  General/family 
practice  physicians,  surprisingly,  are  not  the  lowest  priced  for  this 


69 


Q.' 

EC 

CJ 

t5 

Sl 

rrl 

CO 

-J 

!  | 

pq 

Ui 

s 

^_ 

'd 

r) 

Cj_, 

j~ 

g 

£J 

nj 

CD 

j_ 

gj 

o 

T3 

A) 

gT 

* " 

H 

H 

rr 

. , 

M 

._j 

'jT 

n.. 

- 

c 

•H 

CL 

o 

^1 

<L 

> 

XI 

CO 

-p 

C* 

ID 

rH 

0) 

H 

cc 

OO  NO  NO  f— 

IACO   O  W 

w  h  m 


o  o\co  r— 

VO  NO  C—  CM 
J  H  M 


on  o  m  rH 
on  on  on  on 


on  on  f—  On 

W  H  PI  J 

m  on  n  m 


o  r— \o  t— 
on  on  no  .3- 


NO  CO  t —  00 

0s!  co  on  o 

O  O  r-t  r— i 


t—  rH  -3-  O 

J-  CO   LTN  NO 

On  On  On  O 


J-  t—  -3-  -3 

NO  NO  NO  NO 
CO  cc  O  O 

H  <H  CM  CM 


On  on  on  C— 
SO  O  NO  -3 
ON  On  i— I  On 


-3"  O 
CNJ  -3 
rH  OJ 


-3  NO 
On  CM 
CM  LTN 


-3"  O  CO 
-3"  On  NO 
rH  CM  -3- 


co  on  co 
-3-  On  O 
on  cm  on 


On  on  CM 

on  co  o 
on  cm  on 


t—  O  -3 
NO  t —  CM 
O  O  rH 


C— NO  LTN 

ir\  u^co 
o  o  o 


O  CM  NO 
NO  rH  CO 
On  O  On 


O  on  NO 
on  _3  o 
on  t—  on 


t—  rH  on 

CM  H  IA 
-3"  t —  on 


O  CM 
rH  CO 
CM  rH 


on  t- 
CM  NO 
O  NO 


CO 

•H 

to 

CD 

■P 

c 

u 

4> 

o 

TJ 

o 

CD 

O 

J3 

O 

-P 

u 

rH 

< 

(D 

CD 

CD 

D 

CJ 

CJ 

CJ 

CJ 

•H 

iH 

•H 

•H 

-P 

CO 

-P 

CO 

P 

CO 

Hp  CO 

CJ 

CO  CD 

CJ 

CD 

CJ 

CO  CD 

CJ  CD 

05 

CD  -H 

a) 

•H 

03 

CD  -H 

aj  -ih 

•H  V 

CO 

rH 

Sh 

■P 

>i 

fH 

tH  -p 

^  P 

P  rH 

CD 

•H 

rH 

a 

Oh 

■P  rH 

Cl,  rH 

rH  <S 

■H 

J= 

a) 

o 

rH  aj 

aj 

a)  -h 

-P 

a 

}» 

•H 

CJ 

>» 

a)  *H 

>> 

>>  tH 

rH 

•H  CJ 

H 

rH 

o 

CO 

rH 

tH  CJ 

h 

rH  CJ 

tH 

CJ  CD 

aj 

•tH 

CD 

o 

•H 

CJ  01 

0) 

tH  CD 

CD  P. 

1H 

1 

p. 

CD  P- 

>■ 

E  P. 

p.  CO 

CJ 

CO 

tH 

P,  CO 

tH 

O  CO 

CO 

CD 

1 

PL, 

O 

CO 

rH 

rH 

P 

•p 

H 

rH 

CD 

\  rH 

rH 

rH  a! 

co 

CJ 

rH 

a) 

rH 

rH  03 

Q 

rH  Cd 

a 

a)  CJ 

CD 

cd 

CJ 

•H 

(2 

CS  O 

a)  O 

(- 

CJ  1H 

u 

rH 

In 

CO 

l» 

CJ  "H 

rH 

>H  tH 

0) 

n  hC 

CD 

rH 

CD 

bO 

0 

CD 

tH  C£l 

aj 

CD  t£ 

c 

>a  J- 

J3 

TH 

c 

-p 

C 

B 

CD 

CD  3 

P 

CO 

CD 

CJ 

CD 

CD  3 

CD  3* 

O 

S  CO 

o 

c 

O 

co 

o 

o 

S  CO 

"3) 

O  CO 

To 

Pr 

Va 

70 


procedure.     Overall,  the  price  range  for  this  procedure  is  relatively 
narrow.     The  average  generalist  physician  gives  Medicare  a  5.3  percent 
price  break,  while  the  average  physician  in  "other"  specialties  charges 
6.0  percent  more  to  Medicare  than  to  Blue  Shield  patients. 

The  price  difference  between  specialty  groups  is  much  more 
significant  for  proctosigmoidoscopy.     Here,  surgical  specialties  again  are 
highest,  with  price  levels  under  both  Medicare  and  Blue  Shield  that  are 
approximately  40  percent  higher  than  those  of  the  lowest  priced  cohort 
(generalists)  .     Differences  between  Medicare  and  Blue  Shield  prices  for 
this  procedure  are  very  slight. 

Relatively  high  mean  CV  values  for  arthrocentesis  very  strongly 
suggest  the  possibility  of  some  price  discrimination,  at  the  individual 
physician  level  in  all  cohorts,  especially  under  Medicare.     Except  for 
surgical  specialists,  there  is  relatively  much  less  indication  of 
individual  physician  price  discrimination  for  proctosigmoidoscopy.  For 
surgical  specialists  under  Medicare,  the  indication  of  possible 
discrimination  is  quite  high  for  this  procedure.     In  general,  both 
arthrocentesis  and  proctosigmoidoscopy  show  very  poor  price  agreement 
between  different  physicians  (high  CV  of  medians)  in  all  cohorts. 

The  average  general  practice  physician's  characteristic  price  for  a 
child's  tonsillectomy  is  27.3  percent  less  than  the  average  surgical 
specialist's  price.     For  vaginal  obstetrical  delivery,  the  average 
generalist 's  price  is  34.4  percent  less  than  the  average  for  surgical 
specialists.     Both  generalists  and  surgical  specialists  show  little,  if 
any,  price  discrimination  for  either  of  these  procedures.     Physicians  in 
both  cohorts  show  relatively  high  levels  of  agreement  on  prices  for  both 
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procedures . 


C.     MISCELLANEOUS /DIAGNOSTIC  PROCEDURES 

Pricing  characteristics  by  specialty  group  for  selected  miscellaneous 
and  diagnostic  procedures  are  shown  in  Table  11.     This  includes  the 
diagnostic  radiology  procedures,  EKG,  and  pathology  (lab  test)  procedures. 

"Other"  specialties  have  the  highest  prices  for  nearly  all  diagnostic 
radiology  —  "other"  in  this  instance  almost  certainly  being  represented 
by  radiologists  in  the  "other"  cohort.     The  price  differentials  are  not 
particularly  large,  however.     As  the  single  exception,  both  in  direction 
and  in  magnitude  of  difference,  the  results  for  knee  x-ray  show  surgical 
specialists'  prices  (presumably  orthopedic  surgeons  who  take  their  own 
x-rays)  to  be  approximately  15  percent  higher  than  "other"  specialists' 
prices  under  both  Medicare  and  Blue  Shield.     Diagnostic  radiology  in 
general  shows  very  little  price  difference  between  Medicare  and  Blue 
Shield  in  any  of  the  specialty  cohorts.     Diagnostic  radiology  (except  for 
knee  x-ray)  in  general  shows  little  evidence  of  individual  physician  price 
discrimination,  while  also  showing  relatively  high  levels  of  price 
agreement  between  different  physicians,  in  all  specialty  groups.  There 
appear  to  be  no  remarkable  differences  between  specialty  groups  with 
regard  to  consistency  of  pricing  practices,  either  at  the  individual 
physician  level  or  the  cohort  level,  for  diagnostic  radiology  services. 

For  EKGs ,  general/family  practice  physicians  have  the  lowest  price 
levels,  and  surgical  specialists  the  highest.     Average  surgical  specialist 
prices  for  EKG  are  12.3  percent  higher  than  average  general ist 
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prices  under  Blue  Shield,  and  15.0  percent  higher  under  Medicare.  There 
is  very  little  difference  between  average  Blue  Shield  and  Medicare  prices. 
EKGs  are  performed  primarily  by  general  practice  and  medical  specialist 
physicians,  and  the  mean  CV  under  Blue  Shield  for  both  of  these  groups  is 
extremely  low.     The  mean  CVs  for  Medicare,  while  not  particularly  large  in 
absolute  terms,  are  more  than  50  percent  greater  than  the  Blue  Shield  mean 
CVs  —  possibly  indicating  more  individual  physician  price  discrimination 
with  Medicare  patients  than  with  Blue  Shield  patients  for  physicians  in 
both  of  these  cohorts,  as  well  as  for  surgical  specialists,  too. 
Physicians  in  all  cohorts  show  good  levels  of  price  agreement  for  EKG. 

For  pathology  procedures,  physicians  in  surgical  specialties 
consistently  have  the  highest  prices.     "Other"  specialists  (presumably 
represented  here  primarily  by  pathologists)  consistently  tend  to  have  the 
lowest,  or  near  lowest,  prices.     The  percentage  difference  between  highest 
and  lowest  price  levels,  by  specialty  cohort,  is  quite  large  for  most 
specific  procedures.     All  specialty  groups  tend  to  give  a  good  price  break 
to  Medicare  for  pathology  services.     The  relative  ranking  of  different 
specialty  groups  with  respect  to  Medicare/Blue  Shield  price  ratio  varies, 
however,   from  procedure  to  procedure;     and  no  uniform  pattern  is  apparent 
on  this  between  specialty  groups. 

There  is  no  clear,  consistent  pattern  of  difference  between  specialty 
cohorts  with  respect  to  pricing  consistency  at  the  individual  physician 
level  (mean  CV)  for  pathology  services.     As  the  most  noticeable  exception, 
general  practice  and  surgical  specialist  physicians  may  be  showing 
relatively  more  price  discrimination  for  urinalyses  for  Medicare  patients. 

The  patterns  of  price  agreement  between  different  physicians  in  given 
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cohorts  (CV  of  medians)  vary  from  procedure  to  procedure.     All  specialty 
groups  show  poor  agreement  on  price  levels  for  urinalysis,  with  surgical 
specialists  showing  the  least  agreement.     For  cholesterol  blood  test  and 
FBS,  the  agreement  levels  within  most  cohorts  are  more-or-less  average  — 
with  the  exceptions  that  surgical  specialists  again  have  an  unusually 
large  CV  of  medians  (low  agreement)  for  these  two  tests  under  Blue  Shield, 
and  medical  specialists  have  a  low  agreement  level  for  cholesterol  blood 
test  under  both  Blue  Shield  and  Medicare.     Surgical  specialists  once  again 
are  shown  as  having  unusually  diverse  pricing  practices  between  different 
physicians  for  CBC. 
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VII.     FINDINGS  BETWEEN  MARKET  AREAS 


This  section  examines  inter-area  differences  in  physician  prices  and 
pricing  characteristics  as  evidenced  in  differences  observed  for  selected 
specific  procedures.     The  area  designations  used  here  follow  the  accepted 
designations  for  Standard  Metropolitan  Statistical  Area  (SMSAs)  in 
Pennsylvania,  with  a  few  deviations  from  the  usual  SMSA  definitions.  The 
principal  difference  is  that  the  Pennsylvania  portion  of  the  Philadelphia 
SMSA  has  been  split  into  two  parts:     the  first  consisting  of  central  city 
Philadelphia  (Philadelphia  County),  and  the  second  consisting  of  the 
aggregation  of  Philadelphia's  four  suburban  counties.     Similarly,  Beaver 
County  has  been  segregated  from  the  rest  of  what  usually  is  treated  as  the 
Pittsburgh  SMSA.     All  counties  not  associated  with  SMSAs  are  aggregated  as 
non-SMSA,  or  rural.     The  fifteen  areas  defined  in  this  manner  (including 
the  rural  residual  as  a  single  area)  may  be  viewed  as  constituting  fifteen 
separate  and  distinct  medical  market  areas  for  purposes  of  this  study 
task. 

One  thing  that  becomes  rather  quickly  apparent  is  that  there  is  a 
considerable  amount  of  variation  in  pricing  behavior  from  procedure  to 
procedure  —  variation  that  frequently  is  a  little  irregular,  and 
sometimes  seemingly  anamolous  and  capricious.     This  then  is  compounded  by 
overlaying  it  on  geographic  inter-area  variations  that  often  appear 
equally  irregular  and  capricious.     Systematic  patterns  and  generalizations 
are  quite  hard  to  discern  in  a  treatment  of  inter-area  comparisons  based 
upon  concurrent  examination  of  several  different  specific  individual 
procedures.     The  following  therefore  will  be  limited  essentially  to 
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descriptive  detail,  with  only  loosely  drawn  generalizations.     A  more 
orderly  and  useful  analysis  requires  single-valued  composite  price 
indexes,  along  with  more  powerful  statistical  tools  and  multivariate 
analytic  techniques.     This  will  be  addressed  in  a  subsequent  project 
report . 

A.     VISITS  AND  CONSULTATION 

Inter-area  differences  for  general  medical  services  are  examined  here 
through  the  vehicle  of  three  repesentative  specific  procedures:  brief 
office  visit,  intermediate  hospital  visit,  and  comprehensive  consultation. 
Comparative  price  characteristic  data  for  these  procedures  are  displayed 
in  Tables  12,  13  and  14,  respectively.     The  format  is  the  same  as  used  for 
several  previous  displays:     price  levels,  expressed  in  terms  of  relative 
price  units  (RPUs);    Medicare  and  Blue  Shield  price  levels  compared  by 
means  of  the  Medicare/Blue  Shield  price  ratio;     and  mean  CV  and  CV  of 
medians,  each  for  both  Medicare  and  Blue  Shield.     Data  are  displayed  for 
each  of  the  fifteen  areas,  with  statewide  averages  also  included  as 
reference  points.     To  facilitate  a  more  ready  comparison  of  the  relative 
price  levels  between  areas,  the  RPU  data  also  have  been  converted  to 
multiples  of  the  statewide  average  price  for  each  topic  procedure  listed. 
These  cross-sectional  price  relatives  are  given  in  Table  15,  for  each  of 
the  three  procedures  and  each  line  of  business. 

From  examination  of  the  RPU  data  in  Tables  12  through  14,  plus  the 
geographic  cross-sectional  price  relatives  in  Table  15,  it  is  quickly  seen 
that  Philadelphia  and  its  suburban  areas  have  consistently  high  prices  for 
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these  general  visit  and  consultation  services.     Philadelphia  and  its 
suburbs  in  fact  emerge  as  the  highest  priced  areas  in  the  state.     There  is 
no  consistent  pattern  on  the  lowest  price  areas.     However,  those  areas 
tending  generally  to  be  low  priced  include  the  rural  areas,  Altoona  (which 
is  chronically  depressed  economically),  and  some  small  cities  in  the 
central  and  southcentral  part  of  the  state  (where  there  tend  to  be 
relatively  strong  rurally  oriented  value  systems).     There  are  no  strong 
consistent  inter-area  patterns  of  Medicare/Blue  Shield  price  differences. 
The  non-SMSA  areas  consistently  give  a  better  than  average  price  break  to 
Medicare  patients,  but  do  not  consistently  give  the  best  price  break, 
compared  to  other  areas. 

The  mean  CVs  are  relatively  close  across  most  areas.     They  are  rather 
unusually  small  for  brief  office  visits  in  Harrisburg  and  Philadelphia 
under  Blue  Shield;     are  comparatively  small  for  Blue  Shield  intermediate 
hospital  visits  in  Willamsport;     are  very  small  for  consultations  in 
Johnstown  under  both  Medicare  and  Blue  Shield;     and  are  large  for  Medicare 
brief  office  visits  everywhere,  but  are  especially  large  in  Erie  and 
Williamsport .     All  of  this  adds  up  to  no  generalizable  pattern.  The 
values  listed  for  CV  of  medians  similarly  defy  any  attempt  at  systematic 
and  consistent  inter-area  generalizations. 

B.     SURGICAL  PROCEDURES 

Since  experience  in  surgical  procedures  is  relatively  rich  in  the 
Blue  Shield  component  of  the  data  base,  while  being  relatively  sparse  in 
the  Medicare  component,  inter-area  comparison  of  price  characteristics  for 
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surgical  services  will  be  made  here  with  primary  emphasis  on  Blue  Shield 
data.     The  data  for  this  are  presented  in  Tables  16,  17,  18  and  19.  In 
Table  16,  RPU  data  are  displayed  for  13  representative  surgical 
procedures,  plus  vaginal  obstetrical  delivery  (which  is  included  with  the 
surgical  procedures  as  a  matter  of  convenience),   for  each  of  the  15  areas. 
Table  17  displays  the  same  data  transformed  to  cross-sectional  price 
relatives  (multiples  of  the  statewide  average  price)  for  each  procedure 
and  area,  plus  the  mean  price  relative  for  each  area  across  all  procedures 
listed  for  an  area.     Tables  18  and  19,  respectively,  display  the 
corresponding  mean  CV  and  CV  of  medians  data.     For  economy  of  space  layout 
in  Tables  16  through  19,  the  surgical  procedures  are  indicated  by 
numerical  codes.     The  key  to  the  surgical  procedure  codes  for  Tables  16-19 
is  given  in  Table  20. 

Tables  16  and  17  show  central  Philadelphia  to  be  the  most 
consistently  high  priced  area  for  surgical  procedures,  with  suburban 
Philadelphia  also  consistently  relatively  high.     The  surgical  procedures 
referenced  here  have  prices  that  average  about  10.7  percent  higher  for 
central  Philadelphia  physicians  than  for  the  average  physician  statewide. 
The  Erie  SMSA  also  ranks  among  the  state's  highest,  with  the  average  Erie 
area  physician  being  7.6  percent  higher  than  the  statewide  average  for 
these  sample  procedures.     Johnstown  also  is  higher  than  average. 
Pittsburgh,  although  a  major  metropolitan  area,  has  average  surgical 
prices  that  are  slightly  below  the  statewide  average.     The  lowest  priced 
areas  for  surgery  are  Lancaster,  Williamsport ,  York,  and  the  rural  areas. 
All  of  the  other  areas  have  mixed  patterns. 

The  mean  CV  data  in  Table  18  do  not  present  a  very  clear  picture  with 
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TABLE  20.       KEY  TO  PROCEDURE  NUMBERS  FOR  TABLES  l6,  IT,  18  and  19 

Key  Code  Procedure  Terminology 

01  Excision  of  breast  cyst,  unilateral 

02  Arthrocentesis ,  major  joint 

03  Colles  fracture,  closed  manipulative  reduction 
Ok  Tonsillectomy,  child 

05  Appendectomy 

06  Proctosigmoidoscopy 

07  Cholecystectomy 

08  Herniorrhaphy,  inguinal,  unilateral 

09  Transurethral  resection  (TUR)  prostate 

10  Dilation  and  curettage  (D&C) 

11  Hysterectomy,  total,  abdominal 

12  Laminotomy  for  herniated  intervertebral 
disc,  unilateral,  lumbar 

13  Excision  of  lens,  unilateral,  for  cateract, 
dislocated  lens,  etc. 

ll+  Obstetrical  delivery,  vaginal,  including 

antepartum  and  postpartum  care 
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respect  to  consistency  of  pricing  and  implications  for  possible  price 
discrimination  at  the  individual  physician  level.     Johnstown  has 
consistently  low  mean  CV  values,  and  Philadelphia  (both  center  city  and 
suburbs)  tends  to  have  fairly  consistently  high  mean  CV  values;  but 
beyond  that,  the  pattern  is  quite  mixed. 

The  data  for  CV  of  medians  in  Table  19  are  similarly  mixed. 
Harrisburg  exhibits  consistently  low  values  (high  agreement  between 
physicians)  relative  to  statewide  averages;     but  after  that,  there  is 
little  or  no  consistent  pattern. 

C.     ANCILLARY/DIAGNOSTIC  PROCEDURES 

Miscellaneous  diagnostic  services  are  represented  here  by  five 
specific  procedures:     chest  x-ray,  upper  GI,  EKG,  urinalysis,  and  FBS. 
Comparative  pricing  characteristic  data  for  these  five  procedures  are 
displayed,  respectively,  in  Tables  21  through  25. 

Across  all  of  these  procedures,  the  Philadelphia  area  (including 
suburban)  once  again  exhibits  consistently  high  relative  price  levels. 
York  and  Allentown-Bethlehem-Easton  areas  are  consistently  low.  Again, 
the  rural  areas  are  never  the  highest,  but  also  are  not  consistently 
lowest.     After  this,  the  relative  price  levels  by  procedure  and  area  tend 
to  be  quite  mixed.     Price  breaks  for  Medicare  appear  to  be  driven  more  by 
differences  between  procedures  (or  types  of  service)  than  by  differences 
between  areas. 

Consistency  of  individual  physicians'  pricing  practices  (as  indicated 
by  small  mean  CV)  is  quite  tight  for  diagnostic  radiology  services  in 
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Erie,  Reading,  Wilkes  Barre-Scranton  (Blue  Shield  only),  and  the 
Allentown-Bethlehem-Easton  area.     The  mean  CV  for  diagnostic  radiology  is 
a  bit  larger  than  average  in  the  Harrisburg  area,  compared  to  other  SMSAs ; 
but,  on  the  whole,  they  do  not  appear  to  be  particularly  high  anywhere  in 
the  state.     EKGs  have  small  mean  CVs  in  Williamsport ,  and  under  Blue 
Shield  in  Altoona.     Mean  CVs  for  the  selected  pathology  services  are 
clearly  smaller  than  average  in  Johnstown.     Urinalysis  (but  not  FBS)  has  a 
relatively  large  mean  CV  (suggesting  possible  price  discrimination)  for 
Medicare  patients  everywhere  in  the  state,  with  Harrisburg  and  Erie 
standing  out  as  having  the  largest.     It  is  difficult  to  discern  clear 
patterns  of  differences  or  similarities  between  areas  for  this  group  of 
services . 

Physicians  performing  diagnostic  radiology  services  have  an  unusually 
high  level  of  price  agreement  with  one  another  in  the  Allentown- 
Bethlehem-Easton  area,  Erie,  and  Harrisburg  (CV  of  medians).     There  is 
little  diversity  between  different  physicians  anywhere  in  the  state  on 
prices  of  radiology  services,  but  the  agreement  is  particularly  close  at 
these  three  places.     The  CV  of  medians  for  EKG  is  relatively  small  almost 
everywhere  in  the  state,  and  there  is  nothing  particularly  striking  to  be 
seen  in  inter-area  comparisons  for  this  procedure.     Erie,  York  and 
Williamsport  have  relatively  low  CV  of  medians  (higher  than  average  price 
agreement  between  different  physicians  in  these  areas)  for  FBS;     but  the 
CV  of  medians  for  urinalysis  is  relatively  high  (low  agreement  between 
physicians)  at  these  same  places,  as  well  as  throughout  the  state.  For 
the  referenced  pathology  services,  differences  between  the  two  pathology 
procedures  (anywhere)  are  much  greater  than  any  inter-area  differences. 
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Once  again,  there  are  faint  hints  of  inter-area  patterns,  but  none  clearly 
emerging . 
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